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I.  LEGISLATIVE  BACKGROUND  OF  FINANCE  COMMITTEE 
DEFICIT  REDUCTION  PROVISIONS 


1983  Committee  Action 
Prooiilont  Included  in  S.  20€2 

The  Senate  Committee  on  Finance  approved  its  fiscal  year  1984 
budget  reconciliation  recommendations  on  October  31,  1983,  and 
transmitted  bill  and  report  language  on  that  date  to  the  Senate 
Committee  on  the  Budget.  The  Budget  Committee  included  the  Fi- 
nance Committee's  revenue  and  spending  reduction  recommenda- 
tions as  title  I  (Deficit  Reduction  Act  of  1983)  of  S.  2062  (Omnibus 
Reconciliation  Act  of  1983)  as  reported  by  the  Budget  Committee 
on  November  4,  1983  (S.  Rep.  No.  98-300). 

The  Finance  Committee  budget  reconciliation  provisions  in  8. 
2062  as  reported  included  revenue  increases  of  $13.4  billion  over 
fiscal  years  1984-1986  ($21.2  billion  over  fiscal  years  1984-1987)  and 
spendmg  (outlay)  reductions  of  $2.6  billion  over  fiscal  years  1984- 
1986  ($4.1  billion  over  fiscal  years  198-4-1987). 

S.  2062  was  placed  on  the  Senate  Calendar  and  briefiy  considered 
on  November  16,  1983,  and  was  returned  to  the  Calendar  on  No- 
vember 18,  1983. 

Additional  1983  Committee  ContldenHoH 

Subeeauent  to  the  reporting  of  S.  2062,  the  Finance  Committee 
met  on  November  16  and  18,  1983,  to  consider  poeaible  additional 
deficit  reduction  proposals.  On  November  18,  1983,  the  Committee 
approved  a  resolution  to  instruct  the  staffs  of  the  Finance  Commit- 
tee and  Joint  (Committee  on  Taxation,  in  consultation  with  the 
Treasury  Department,  to  draft  a  deficit  reduction  package  to 
reduce  the  projected  budget  deficit  for  fiscal  vears  1984-1987!  The 
draft  of  the  deficit  reduction  package  was  to  be  ready  for  Commit- 
tee consideration  by  February  15,  1984. 

The  Finance  Committee  held  public  hearings  on  DecJember  12-14, 
1983,  to  receive  further  testimony  on  ways  to  reduce  the  Federal 
deficit. 

1984  Committee  Action 

The  Finance  Committee  began  markup  again  on  deficit  reduction 
proposals  on  February  23,  1984,  following  public  hearings  on  Febru- 
ary 2  and  7,  1984,  to  receive  testimonv  from  the  Aministration  on 
their  fiscal  year  1985  budget  propoeal  (submitted  to  the  Congreas 
on  February  1,  1984).  Also,  a  public  hearing  was  held  on  February 
8,  1984,  to  receive  testimony  concerning  deficit  reduction  proposals 
made  by  the  President's  Private  Sector  Survey  on  Cost  Control 
("Grace  Commission").  Finance  Committee  markup  continued  on 
February  28-29,  and  March  1,  7-8,  13-15,  and  20-21,  1984.  with  the 

(1) 


Committee  approval  (by  a  recorded  vote  of  20-0  on  March  21),  of  a 
deficit  reduction  proposal. 

Following  is  a  committee  explanation  of  that  proposal  (revenue 
and  spending  reduction  provisions),  including  estimated  budget  ef- 
fects of  the  revenue  and  spending  reduction  provisions.  Titles  I- 
VIII  are  the  revenue  provisions,  and  title  IX  contains  the  spending 
reduction  provisions. 
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Bion  to  increase  the  authorization  level  for  the  Maternal  and  Child 
Health  Block  Grant  program  and  a  number  of  proviaione  without 
budgetary  effect  which  modify  various  elements  of  the  Medicare 
and  Medicaid  programs. 

Additional  items  were  added  by  the  committee  which  deal  with 
the  Aid  to  Families  with  Dependent  Children  (AFDC)  Program  and 
the  Supplemental  Security  Income  (SSI),  Program.  For  the  most 
part,  these  provisions  provide  administrative  simplification  of  tech- 
nical clarifications  for  the  Programs. 

First,  the  committee  agreed  to  a  provision  which  would  establish 
a  standard  filing  or  assistance  unit  for  AFDC  family.  A  related  pro- 
vision would  require  a  minor  parent  of  an  AFDC  child  to  remain 
with  her  own  parent  or  legal  guardian  whenever  possible.  These 
provisions  will  not  only  target  assistance  to  those  with  limited  re- 
sources, but  they  will  also  simplify  State  administration  of  the  pro- 
grajn.  Two  additional  technical  amendments  were  approved,  as 
well  as  a  provision  with  negligible  outlay  effect.  This  provision  per- 
mits States  to  exclude  the  earnings  of  a  full  time  student  from  the 
eligibility  determination  calculation. 

_  Second,  the  committee  agreed  to  a  provision  which  provides  for 
the  collection  of  windftill  benefits  from  Supplemental  Security 
Income  benefits  as  well  as  from  benefits  paid  under  the  Old  Age 
Survivors  and  Disability  Insurance  programs.  This  provision  is  ba- 
sically a  technical  correction  to  an  amendment  adopted  in  1980. 


4.  Moratorium  on  Issuance  of  FrinRe  Benent  R«gulation8  (sec. 
829  of  the  bill) 


Prtient  Law 

Moratorium 

The  Economic  Recovery  Tax  Act  of  1981  extended,  through  De- 
cember 31,  1983,  the  legiBlative  moratorium  (first  enacted  in  1978) 
prohibiting  the  Treasury  Department  from  issuing  final  regulations 
relating  to  the  income  tax  treatment  of  nonstatutory  fringe  bene- 
fits. Also,  the  1981  statute  provided  that  no  regulations  relating  to 
the  treatment  of  such  fringe  benefits  can  be  proposed  which  would 
be  effective  prior  to  expiration  of  the  moratorium. 

Employer-provided  housing 

Present  law  (Code  sec.  119)  excludes  from  an  employee's  groea 
income  the  value  of  lodging  provided  by  the  employer  if  (1)  the 
lodging  is  furnished  for  the  convenience  of  the  employer,  (2)  the 
lodging  is  on  the  business  premises  of  the  employer,  and  (3)  the  em- 
ployee is  required  to  accept  the  lodging  as  a  condition  of  employ- 
ment. Several  court  decisions  have  held  that  on-campus  housing 
furnished  to  faculty  or  other  employees  by  an  educational  institu- 
tion under  the  circumstances  involved  in  those  cases  did  not  satisfy 
the  section  119  requirements,  and  hence  that  the  fair  rental  value 
of  the  housing  (less  any  amounts  paid  for  the  housing  by  the  em- 
ployee) was  includible  in  the  employee's  gross  income  and  consti- 
tuted wages  for  income  tax  withholding  and  employment  tax  pur- 
poses. ' 

Reaions  for  Change 

Moratorium 

The  committee  believes  that  a  proper  review  of  the  important 
issues  involved  in  the  income  and  employment  tax  treatment  of 
nonstatutory  fringe  benefits  requires  an  additional  period  of  time. 

Faculty  housing 

The  committee  recognizes  that  certain  court  cases  have  upheld 
the  Internal  Revenue  Service's  pxieition  in  those  cases  that  the 
value  of  housing  (including  campus  housing)  provided  by  an  em- 


'  Bob  Jomt  Uniitrtity  v  US,  670  F  2d  167  (Ct  Q  1982>;  GoUUboro  Chrulian  ScKooU.  Inc.  v 
US..  79-1  ecu  U3TX:  f»n  9266  (E  D  N  C  19781  (value  of  lod^n^  fumuhed  to  facultv  con»ti- 
tut«a  nagf  iubject  to  incom*  IMX,  nCA.  and  FUTA  withholding,  in  li>(ht  of  "\ons  ana  con^u^ 
ent  hutory  of  regulation*  and  ruling*,  eiprvaaly  and  eiplicitly  applying  withholding  taiea  to 
lodging  not  fumuhed  for  the  employer't  convenience  *  '  '"I.  affj  order  entered  in  GoUUboro 
Cbrulian  ScbooU.  Inc.  v  US  .  *3i  F  Supp  1314  (E  D  N  C  1977),  a/Td  per  curiam  in  unpubluhed 
ODinion  (4th  Cir  1981).  a/Td  103  S  Ct  2017  (1983));  Wincbtll  v  US  .  564  F  Supp  131  (D  Neb 
1983)  (value  of  campua  home  Laied  to  (xllege  preaidenti;  and  Coulboum  H  Tyltr.  U  CCH  Tai 
Ct.  Memo.  1221  (1982)- 
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ployer  at  below  fair  market  value  to  an  employee  less  amount« 

^^^'Ki\^T±r,  '"^r-  ^  -clu'dib'l?  in  mcome  and 

wages.  At  the  same  time,  in  view  of  its  extension  of  the  moratori 
urn  on  fnnge  benefit  regulations  to  allow  further  s^udrof^he 
issues,  the  comrnittee  believes  that  it  is  appropriate  tlSt  the  mora 
be  applied  dunng  the  twoyear  extension  pe^od^th  ^t' 
-certain  campus  lodging  furnished  by  an  edSnl^Tns^ 
tution  dunng  the  extension  period.  ~uc«Lionai  jnsti- 

Explanation  of  Provision* 
a.  Moratorium  on  fringe  benefit  regulations  generally 

)^I^nt^'"  ^^^."'^  ^^l  legislative  moratorium  on  issuance  of  frimre 
benefi^ts  regulations  through  December  31  1985        "^'^  "^"nnge 

SemiTis  pUihitil^'f  '^'^"^  Department' antemaJ  Revenue 
S:iSo:^.'^™'    'loiT'seS^o^n  '''' 
tj.at.ent  of  nonstatutorylS:^"e  ^nefiL'.'Tn^ddl  t  T 
under  ^  '^A^'         treatment  of  nonstatutory  fnnge  b^f  L 
S^nu^'l?  f986^  "^^^  -"'^^  eff^ive  prio^ 

Although  the  provision  of  the  bUI  relates  only  to  the  issuanc*.  of 
regulations  it  ^H  the  intent  of  the  C^ongress  that  The  -rrL^uTol 
partment  (Internal  Revenue  Sendee)^'!  nnt  in  L  7  . 

benefit  ^PP'^Pnate  tax  treatment  of  nonstatutory  Wnge 

6.  Faculty  housing 

pryhibft'ti"."  ^^""^^  legislative  moratorium  is  applied  to 

vflliip  nf  ir^rirrir,^  f  "t'H'j'  wiLH  respect  to  any  amount  of  the 
S^ole^fu^ri"""""^  -  -  --^^'-^^ 


•nd  normally  haa  a  r^V^^rU^^jK^T^^^L^^^  i  ^^^'^  currvrulura 

"here  iu  «iucUonalTS^viL,«  .^X^^J  ^J^^'^  or  «udentj  in  attendanc  at  the  pla« 
Pnmary,  aecondarv  pfioln^r^„rh^^}l^^^  2°  I>  include,  mrtjtutionj  wch  a. 

u  ;;rbiic  and  P^^^r^i^uTri^X  .^u7Va-*i!1(T  ^ 
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Effective  Date 

The  general  extension  of  the  legislative  moratorium  is  effective 
on  enactment  The  application  of  the  extended  moratorium  with  re- 
spect to  qualified  campus  lodging  applies  with  respect  to  lodging 
furniflhed  afUr  December  31.  1983  and  before  January  1.  198b. 

Revenue  Effect 

The  provisioRS  are  estimated  to  reduce  budget  receipts  by  a  neg- 
ligible amount  in  each  of  fiscal  years  1984.  1985.  and  1986. 


TITLE  IX— SPENDING  REDUCTION  PROVISIONS 


A.  Medicare.  Medicaid,  and  Other  Health  Provisions 
1.  Part  B  Premium  (sec.  901  of  the  bill) 
Prtttnt  Law 

.  By  Uw,  the  Secretary  of  Health  and  Human  Services  has  been 
required  to  calculate  each  December  the  increase  in  premiums  of 
thoae  who  elect  to  enroll  in  the  Supplementary  Medical  Insurance 
(or  part  B)  portion  of  the  Medicare  program.  The  new  premium 
r^tee  have  been  effective  on  July  1  of  the  year  following  the  year 
in  which  the  calculation  was  made.  Ordinarily,  the  new  premium 
rate  is  the  lower  of:  (1)  an  amount  sufficient  to  cover  one-half  of 
the  costs  of  the  program  for  aged  beneficiaries  or  (2)  the  current 
premium  amount  increased  by  the  p)ercentage  by  which  cash  bene- 
fits increased  under  the  coet-of-living  adjustment  (COLA)  provisions 
of  the  Social  Security  program.  Premium  income,  which  originally 
financed  half  of  the  coats  of  pert  B,  had  declined — as  the  result  of 
this  formula — to  leas  than  25  percent  of  total  program  costs.  The 
"Tax  Equity  and  Fiscal  Responsibility  Act  of  1982^'  (TEFRA)  tem- 
porarily suspended  the  (X)LA  limitation  for  two  one-year  periods, 
beginning  on  July  1,  1983.  During  the»a  periods,  enrollee  premiums 
would  be  allowed  to  increase  to  amounts  necessary  to  produce  pre- 
mium income  equal  to  25  percent  of  program  costs  for  elderly  en- 
rolleee.  The  limitation  would  again  apply  with  respect  to  periods 
beginning  July  1,  1986  and  thereafter. 

The  "Social  Security  Amendments  of  1983"  (Public  Law  98-21) 
postponed  the  scheduled  July  1,  1983  increase  to  January  1,  1984  to 
coincide  with  the  delay  in  the  coet-of-living  increase  in  social  secu- 
rity cash  benefit  payments.  Further  increases  will  occur  in  Janu- 
ary of  each  year  based  on  calculations  made  the  previous  Septem- 
ber. Public  Law  98-21  further  provided  that  the  suspension  of  limi- 
tations as  authorized  by  TEFRA  is  to  apply  for  the  two-year  period 
beginning  January  1,  1984,  and  ending  December  31,  1985. 

S.  20€2 

S.  2062  would  extend  Cor  one  year  the  existing  temporary  provi- 
sion which  fixes  the  proportion  of  the  part  B  Medicare  costs  fi- 
nanced by  enrollees  at  25  percent  of  program  costs  for  aged 
beneficiaries. 

Modified  Provision 

The  provision  would  permanently  establish  the  premium  rate  at 
25  percent  of  program  costs  for  aged  beneficiaries. 
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Effectlv*  DaU 

January  1,  1985. 

E$HmaUd  Savings 


Fiacal  yean: 

1984   UtIUonM 

1985  ...   .    0 

1»8«     0 

19S7     $384 

  884 


4-re«r  lotAj  

  11.268 


2.  One-Month  Delay  In  Medicare  Entitlement  (sec.  902  of  the  bill) 

Present  Law 

Explanation  of  Proclslom 
Effective  Date 

January  1,  1986. 

Estimated  Savings 


f'Mcal  yean: 

1964   u.liic^ 

1986   0 

1986   $145 

1987     280 

  266 


4-mr  toUl  „ 

  $680 
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3.  Modincatlon  of  Working  Aged  Provision  (sec.  903  of  the  bill) 
Pretent  Laic 

The  Tax  Equity  and  Fiscal  Responsibility  Act  of  1982  (TEFRA) 
chanired  the  Medicare  benefita  for  the  working  aged^  As  of  January 
1  1983  if  the  beneficiary  so  electa,  Medicare  benefits  became  sec- 
ondary to  benefits  under  an  employer  group  health  plan  for  em- 
ployea  individuals  between  the  ages  of  65  and  69.  This  provision 
applies  to  spouses  only  when  both  the  employee  and  spouse  are 
covered  by  an  employer  group  health  plan  and  both  are  between 
the  ages  of  65  and  69.  ...  t 

TEFRA  does  not  allow  Medicare  to  be  the  secondary  Pfyer  »f  a 
beneficiary  age  65  through  69  has  a  spouse  under  age  66  who  is 
working  and  has  an  employer  group  health  plan. 

Explanation  of  Provitlon 

The  provision  would  modify  both  title  XVIII  and  the  Age  Dis- 
crimination in  Employment  Act  (ADEA)  so  as  to  elimmat*  the 
lower  age  limit  for  the  working  spouse.  Under  the  provision  a  non- 
workiij  spouse  aged  66  to  69  may  elect  primary  coverage  under 
the  working  spouse's  employer  group  health  plan  even  though  the 
working  s^uie^is  not  yet  65  years  of  age.  ff  such  an  elecUon  is 
made.  Medicare  would  become  the  secondair  payer. 

As  modified  the  ADEA  would  requu^  that  any  ernployer  must 
provide  that  any  employee's  spouse  aged  65  through  69  shall  be  en- 
Suei^  coverai  unde?  any  group  health  plan  offered  to  such  ej^ 
ployee  under  the  same  conditions  as  any  employee  and  the  spouse 
of  such  employee  under  age  66. 

Effective  Date 

January  1,  1985. 

Ettimated  Savingt 


Fi«c*l  yean:  0 

19ft4   $260 

1986    380 

1966....   415 

1987  


  $1,066 

4-year  total  


4  LlmlUtlon  on  Physician  Fee  Prevalllnr  and  Customary  Charfe 
UvdrPartklpatlng  Physician  Incentives  (sec.  904  of  the  bill) 

Prenent  Law 

Under  current  law.  Medicare  pays  for  physician  8«T^"  b*]' 
basis  of  MedicareKletermined  "reasonable  charg^  ,^t^torn 
r^«7M"  are  the  lesser  of:  a  physician's  actual  charges,  the  custom 
ar^Targ^madXan  incSvldual  physician  for  specific  servic^ 
o7the  p^eTailing  level  of  charges  made  by  other  PhyB.cians  fm,s^ 
dfic  sendees  in  a  geographic  area.  The  amounts  rfcogp»^„7 
£ic"rTrcJfltoma',^nf  prevailing  charges  are  ^^^^ 
Iv  ron  .lulv  11  to  refiect  changes  m  physician  charging  practices,  in 
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creases  in  prevailing  charge  levels  are  limited  by  an  economic 
index  which  reflects  changes  in  the  operating  expenses  of  physi- 
cians and  earnings  levels  in  general.  The  economic  index  limit  pro- 
mulgated for  the  period  July  1.  1983  through  June  30,  1984  repre- 
sents an  increase  of  5  85  percent  over  the  index  utilized  for  the  pre- 
vious 12-month  period 

a.  2062 

The  bill  provided  that  the  prevailing  charge  level  which  was  in 
effect  prior  to  the  annual  updating  which  occurred  on  July  1  1983 
would  be  utilized  for  the  December  1.  1983-June  30.  1984  period 
Thus,  for  this  seven  month  period  until  July  1.  1984,  prevailing 
charge  limits  for  all  physician  service  would  have  reverted  to  the 
levels  applicable  during  the  July  1,  1982-June  30.  1983  fee  screen 
year.  Physicians  customary  charge  screens  would  not  have  been  af- 
fected by  the  rollback. 

Modified  Provitlon 

The  provision  would  freeze  all  customary  and  prevailing  fees  for 
physician  services  one  year  beginning  July  1,  1984.  The  freeze 
would  be  continued  for  an  additional  year  for  the  prevailing  fees  of 
physicians  who  are  not  willing  to  accept  assignment  on  all  Medi- 
care claims.  No  catch-up  would  be  permitted  for  fees  which  were 
frozen. 

In  conjunction  with  the  freeze,  a  voluntary  participating  gystem 
would  be  established  for  Medicare,  similar  to  the  partkipatioiphy- 
sician  agreements  successfully  used  by  some  Blue  Shield  pUm  m 
their  private  business.  Under  a  physician  participating  sytUan 
physicians  would  sufn  an  agreement  indicating  their  willmgneM 
accept  assignment  for  all  services  provided  to  all  Medicare  patients 
for  the  following  fee  screen  year  (July  1,  1985  to  June  80.  1986)  By 
agreeing  to  accept  assignment  in  advance  for  all  servicea  for  all 
Medicare  patients  the  physician  would  agree  to  accept  the  Medi- 
care determined  allo^vance  as  payment  in  full  except  for  coet^har- 
ing  amounts.  The  physician  would  bill  the  carrier  directly  and  re- 
ceive payment  from  the  carrier. 

The  current  assignment  system  would  remain  for  physicians  who 
nifin^  voluntarily  si^  a  participation  agreement.  Te..  nonpartici- 
pating  physicians  could  continue  to  accept  assignment  on  a  daira- 
by<laim  basis.  As  under  the  current  system,  assignment  must  be 
accepted  for  joint  Medicaid-Medicare  eligible*.  ^ 

A  voluntary  participation  physician  system  would  allow  Medi- 
^^L^f  ^  ^i^'  P'^''^*  outof^pocket  expenses  since,  as 

noted  below,  they  would  know  in  advance  which  physicians  partid- 
pate  (1  e..  always  accept  assignment).  A  voluntary  system  would  not 
compel  any  physician  to  participate  and  the  current  claim-byH:laim 
alignment  system  would  be  preserved  for  non-participating  physi- 

Several  incentives  would  be  used  to  encourage  physician  partici- 
pation. 1  hese  include: 

Supplier  List.-SimUar  to  the  provision  already 
agreed  to  by  the  (Jommittee,  one  incentive  would  require  that  lists 
01  physicians  and  suppliers  be  oublished  conMinir,<T   .j 
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drees,  phone  number,  Bpecialty  and  an  indication  of  volume  of  as- 
si^ed  versus  total  Medicare  claims  or  reimbursements  in  the  pre- 
vious year  for  each  physician  and  supplier.  Low-volume  physicians 
or  supplies  could  be  excluded  from  the  list.  In  the  case  of  physi- 
cians who  practice  solely  as  staff  members  of  a  health  maintenance 
organization  or  other  similar  associations,  the  Secretary  may 
chooee  to  list  the  name  of  the  organization  and  its  Medicare  assign- 
ment data  information. 

Theee  lists  would  be  published  annually  with  carrier  discretion 
as  to  the  appropriate  geographic  level  to  make  them  most  meaning- 
ful for  beneficiary  use.  A  check  stuffer  would  be  sent  to  all  Medi- 
care beneficiariee  notifying  them  about  the  availability  of  the  lists. 
The  lists  would  be  provided  to  senior  citizen  groupe  and  would  be 
made  available  for  beneficiaries  to  review  at  both  carrier  and 
Social  Security  District  emd  Branch  offices.  The  Secretary  would  be 
directed  to  make  arrangements  to  make  such  lisLs  available  for 
purchase  by  organii^tions  and  individuals.  In  addition  to  this  list 
there  would  al»o  be  prepared  a  directory  containin^^  the  names  of 
only  those  physicians  and  luppliers  who  agree  to  be  'participating" 
physicianB  and  suppliers. 

(2)  ToU-free  hot  lines.— The  system  of  toll-free  hot-lines  already 
in  place  at  the  carriers  would  be  expanded.  Carriers  would  hire  ad- 
ditional staff  to  (a)  provide  names,  addresses,  phone  numbers  and 
specialties  of  pierticipating  physicians  and  suppliers,  and  fb)  con- 
firm whether  specifieii  physiciarw  participated. 

(8)  Electronic  Billing  Tran«miflsion  Lines.— Currently  about  13 
percent  of  Medicare  claims  are  transmitted  to  carriers  by  a  variety 
of  electronic /automatic  mechanisms,  including  tape-to-tape,  Hoppy 
disks,  etc.  As  an  incentive  to  become  a  participating  physician,  car- 
riers could  establish  direct  lines  for  the  electronic  receipt  of  claims 
from  participating  physicians.  Non-participating  physicians  would 
be  permitted  to  continue  to  transmit  claims  electronically. 

(4)  For  beneficiariee  with  approved  Medigap  coverage,  or  with 
group  health  insurance  plans  which  serve  as  Medigap  ooliciee,  two 
simplified  billing/ payment  arrangements  would  be  available.  Gam- 
ers could  use  either  or  both.  .     •  • 

(a)  Piggyback  Billing.— Under  this  arrrangement,  the  physician 
or  suppUer  submits  one  bill  to  the  carrier.  The  carrier  pays  the 
physician  or  supplier  the  Medicare  reimbursement  and  then  sends 
willing  Medigap  insurers  information  on  the  amount  paid.  The 
Medigap  insurer  would  automatically  pay  the  physician  or  supplier 
for  the  beneficiary's  cost-sharing  liabilities.  The  physician  or  sup- 
plier would  not  need  to  submit  a  separate  bill  to  the  benefician'  or 
the  Medigap  plan  for  the  cost-sharing  and  the  beneficiary  would  be 
removed  from  the  paperwork  payment  process.  In  order  to  avail 
itself  of  this  option,  the  supplemental  plan  would  have  had  to  pro- 
vide its  eli^bility  fiJe  to  the  carrier.  To  the  extent  feasible.  Medic- 
aid could  sJso  make  use  of  piggyback  billing. 

(b)  Payment  to  organizations.— Under  this  arrangement,  thepar- 
ticipating  physician  or  supplier  would  submit  one  bill  to  the  Medi- 
gap insurer.  The  Medigap  insuror  would  pay  the  physician  or  sup- 
plier an  amount  which  the  physician  or  supplier  accepts  as  pay- 
ment-in-full, including  cost-sharing  liabilities.  (The  Medigap  plan 
may  pay  the  physician  or  supplier  more  than  the  Medicare  reason- 
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able  charge.)  The  Medigap  plan  would  then  collect  the  reasonable 
charge  from  Medicare.  Only  one  bill  would  be  submitted  by  the 
physician  or  supplier  and  one  check  would  be  paid  to  the  physician 
or  supplier.  The  beneficiary  would  not  be  responsible  for  pajang 
the  physician  or  supplier  or  collecting  from  the  Medicare  carrier  or 
the  Medigap  plan. 

Effective  DaU 

July  1,  1984. 

Ettimated  Savlngu 


Fiacal  yeare:  VW/kxm 

19M   WO 

1985   760 

1986   910 

1987   1.070 


4-yBar  toUl   $2,770 


6.  Limitation  on  Increase  in  HoRpltal  Coats  per  Case  (sec.  905  of 

the  bill) 

Pretent  Law 

The  "Tax  Equity  and  Fiscal  Responsibility  Act  of  1982"  (Public 
Law  97-248.  commonly  referred  to  as  TEFHA)  expanded  previously 
existing  limits  on  Medicare  costs  effective  October  1,  1982.  Among 
other  things,  it  established  a  3-year  target  rate  reimbursement 
system  which  in  effect  limited  allowable  rates  of  increase  in  Medi- 
care payments  per  case  over  the  fiscal  year  1983-1985  period.  The 
target  rate  is  equal  to  the  previous  year's  allowable  operating  costs 
per  case  (or  after  the  first  year,  the  previous  year's  target  amount) 
increased  by  the  percentage  increase  in  the  hospital  wage  and  price 
index  (market  basket)  plus  one  percentage  point.  Penalties  and  bo- 
nuses were  established  for  hospitals,  with  costs  above  and  below 
the  target. 

The  ^'Social  Security  Amendments  of  1983"  (Public  Law  98-21) 
provides  for  the  establishment  of  a  pro8p)ective  payment  system  for 
hospitals  to  be  phased-in  over  a  3-year  period.  During  the  transi- 
tional period  a  portion  of  a  hospital's  payments  will  be  based  on 
prospective  rates  and  a  portion  on  each  hospital's  own  cost  base. 
The  cost-based  portion  of  the  payment  will  be  calculated  on  the 
basis  of  reasonable  costs,  subject  to  the  existing  rate  of  increase 
limits,  without  the  penalties  and  bonuses  established  under 
TEFRA. 

In  addition,  under  current  law  the  rates  for  each  DRG,  like  the 
cost-based  costs  per  case,  are  derived  from  historical  Medicare  cost 
data  for  each  hospital.  For  fiscal  years  1984  and  1985.  payment 
amounts  from  the  previous  fiscal  years  would  be  increased  by  the 
market  basket,  plus  one  percentage  point.  For  fiscal  years  begin- 
ning on  or  after  October  1,  1986,  the  rate  of  increase  is  left  to  the 
discretion  of  the  Secretary. 
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Explanation  of  Provision 

The  provision  would,  for  two  years,  (fiscal  years  1985  and  1986), 
limit  the  rate  of  increase  in  the  hospital  coat  portion  of  the  pay- 
ment amounts  to  the  market  basket  minus  one-half  percentage 
point.  The  rat«  of  increase  in  the  DRG  portion  of  the  payment 
amounts  would  be  limited  during  the  same  two  years  to  the  market 
basket  plus  one-half  percentage  point.  Exempted  hoepitals  and  hos- 
pital unita  would  be  subject  to  similar  rate  of  increase  limitations 
applicable  to  their  coets  .  .  .  (MB- Mi  and  MB+V^)  in  the  same 
proportion  as  hospitals  under  the  proepective  payment  system  with 
the  same  accounting  years.  This  would  result  in  a  rate  oi  increase 
for  exempted  hoepitaifl  of  MB  in  the  first  year  and  MB  -f  V«  in  the 
second  year. 

Effective  DaU 

Accounting  years  beginning  on  or  after  October  1,  1984  and 
before  October  1,  1986. 

Eitimated  Savlngt 


Fi-cl  year 

19*^   1110 

1986   »^ 

1986   12X 

1987   1^ 


,         .  .  ,    $1,080 

4-7««r  toUl   '  • 


8.  Fee  Schedule  for  Clinical  Laboratory  Services  (sec.  906  of  the 

bill) 

Under  current  law.  outpatient  diagnostic  laboratory  serviras  are 
reimbursed  on  the  basis  of  reasonable  charges  when  furnished  bv 
an  independent  laboratory  or  bv  a  physician.  Payment  for  such 
services  to  hospital  outpatients  is  on  the  basis  of  reaso^a^^.*^^ 
These  laboratory  services  are  covered  under  part  B  of  the  Medicare 
program;  thus,  the  beneficiary  is  subject  to  the  part  B  deductible 
anT coixvsurance  requirements. 

&  2062 

The  bill  would  establish  fee  schedules  for  all  laboratory  services 
other  than  hospital-based  laboratory  services.  Payments  would  be 
based  on  a  fee  schedule  unless  the  actual  charge  is  lower  _  The 
schedule  would  be  established  for  two  years  for  areas  to  be  desig- 

''"l^e^iniUri^vi^*^!^         for  each  fee  schedule  would  have  been 
established  at  66%  of  prevailing  charges  in  the  area  for  the 
^reen  vear  beginning  July  1.  1983.  The  Secretary  would  be  re- 
S3  Tadj^  tSe  fee  schedules  annually  to  rerf^  changes  in 
Se^nsumer  Price  Index  for  all  Urban  Consumers  (U.S.  city  aver- 

^t\\  clinical  laboratories  would  have  been  ™<l"'rf^,^.^'j; 
Medicare  program  or  beneficiaries  directly,  for  the  tests  they  Per 
form  rather  tlian  billing  the  phvsician  who  ordered  the  t«fl^  (labo- 
ratories performing  tests  "under  arrangement    with  a  hospital 
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could  continue  to  bill  the  hospital  for  hospital  outpatients).  Physi- 
cians would  be  permitted  to  bill  for  clinical  laboratory  services  only 
when  the  physician  directly  provides,  or  supervises  the  provision 
of,  clinical  laboratory  services. 

The  bill  provided  that  acceptance  of  assignment  for  the  perform- 
ance of  labo-atorv  services  is  optional  for  both  clinical  laboratories 
and  physicians.  Where  either  accepts  assignment,  reimbursement 
would  be  made  at  100  percent  of  the  fee  schedule  amount  (or,  if 
lower,  the  billed  charge),  with  the  deductible  and  coinsurance 
waived. 

Laboratories  and  physicians  not  accepting  assignment  would 
have  continued  to  be  reimbursed  at  80  percent  of  the  fee  schedule 
amount  or  if  lower,  80  percent  of  the  billed  charge;  applicable  de- 
ductible and  coinsurance  amounts  would  continue  to  appW. 

The  bill  directed  the  Secretary  to  simplify  current  billing  re- 
quirements for  laboratory  services. 

The  bill  further  required  the  Secretary  to  report  to  the  Congress 
by  June  30,  1985  on  the  appropriate  treatment  of  hospital-based 
laboratories,  direct  payment  of  all  lab  fees  to  physicians,  the  basis 
for  the  formulation  of  a  nationwide  fee  schedule,  and  an  appropri- 
ate indexing  mechanism  for  such  a  schedule. 

Modified  ProvUion 

The  provision  requires  the  establishment  of  a  fee  schedule  for  all 
noninpatient  laboratory  service,  including  those  furnished  by  hoe- 
ital  outpatient  departments.  The  level  of  payment  would  be  set  at 
0  percent  of  the  prevailing  charge  levels  (applicable  during  the  fee 
screen  year  beginning  July  1.  1983)  for  services  provided  oy  inde- 
pendent labs  and  in  physicians'  offices.  The  level  of  payment  for 
noepital-based  labs  would  be  set  at  62  percent  of  these  prevailing 
charge  levels. 

These  fee  schedules  would  be  in  effect  from  May  1,  1984  until 
Seotember  30.  1987. 

Under  the  provision,  the  Secretary  may  make  adjustments  or  ex- 
ceptions to  the  fee  schedule  to  assure  adequate  reimbursement  of: 
(1)  emergency  laboratory  tests  needed  for  the  provision  of  bona  fide 
emergency  services  in  a  hospital  emergency  room;  and  (2)  certain 
low  volume  high  cost  tests  where  highly  sophisticated  equipment 
and  extremely  skilled  personnel  are  necessary  to  assure  quality. 

The  other  provisions  previously  contained  in  S.  2062  relating  to 
assignment  and  billing  requirements  would  be  retained  as  would 
the  requirement  that  the  Secretary  report  to  the  C^ongress.  Howev- 
er, the  provision  makes  permanent  the  requirement  that  only  those 
actually  performing  the  tests  or  supervising  the  tests  bill  the  pro- 
gram. In  the  case  of  an  unassigned  claim  the  beneficiary  may  con- 
tinue to  submit  the  bill. 

Effective  DaU 

May  1,  1984. 

Estimated  Savings 


Fiscal  year: 
1984  


1985 


ro 

256 
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1986. 
1987. 


320 
400 


4-year  toUl  

7.  Revaluation  of  AsseU  (set.  907  of  the  bill) 
Pretent  Law 

Medicare  currently  reimbursee  hoepitaU  for  their  capital-related 
coeta,  including  depreciation  costs  and  interest.  Investor-owned  hoe- 
pitalj  also  receive  a  return  on  equity. 

When  hoepitalfl  are  sold,  their  assets  are  often  revalued,  thereby 
incr«aaing  reimbursement  for  these  capital-related  coats. 

Explanation  of  Provition 

The  provision  would  limit  any  increase  in  capital-related  cost  re- 
imburaement  to  a  new  owner  that  would  result  from  the  revalu- 
ation of  hospital  assets  acauired  in  fiscal  year  1985  and  thereafter. 
The  capital-related  cost  of  the  new  owner  would  be  based  on  the 
acquisition  cost  of  the  asset  as  entered  on  the  books  of  the  prior 
owner  lees  any  depreciation  taken  on  the  asset  by  the  prior  owner. 
In  addition,  the  new  owner's  capital-related  costs  must  be  deter- 
mined using  the  same  useful  life  and  method  of  depreciation  as 
used  by  the  prior  owner  for  reimbursement  under  the  Medicare 
program. 

Effective  Date 
Acquisitions  made  on  or  after  October  1,  1984. 

Etttmated  Savlngt 


Fi«cal  year 

198<   ,M 

 no 

19®^   no 

1987   ^JZ 


4-year  total   ^ 


8.  Repeal  of  Preadmlislon  Dlafnoatlc  Testing  Provision  (sec.  908 

of  the  bill) 

Prttent  Law 

The  Omnibus  Reconciliation  Act  of  1980  (Section  932  and  942)  au- 
thorized 100  percent  Part  B  reimbursement  (on  a  reasonable  cost 
or  charge  basis)  for  preadmission  diagnostic  testmg.  either  m  a  hos- 
pital's outpatient  department  or  in  a  physician's  office,  within 
seven  days  prior  to  a  hospital  admission.  This  provision  was  intend- 
ed to  encourage  preadmission  testing  and  shorten  hospital  stays, 
thus  decreasing  overall  Medicare  payments. 

The  final  regulation  implementing  100  percent  reimbursement 
for  preadmission  testing  in  hospital  outpatient  departments  was 
not   published   because   of  subsequent   hospital  re-.mbursement 
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changes  in  the  Social  Security  Amendments  of  1983.  (The  regula- 
tion covering  physician's  offices  has  not  been  developed.) 

Explanation  of  ProvUlon 

The  provision  would  repeal  the  provision  providing  for  100  per- 
cent reimbursement  and  simply  pay  for  these  services  on  the  same 
basis  as  all  other  services  under  part  B  (80  percent). 

The  Committee  believes  that  given  the  incentives  created  by  the 
new  prospective  payment  system,  hospitals  already  have  every 
reason  to  do  their  testing  on  an  outpatient  basis 

Effective  Date 

Enactment. 

9.  Skilled  Nunilng  Facility  Reimbursement  (sec.  909  of  the  bill) 
Preient  Law 

The  Tax  Equity  and  Fiscal  Responsibility  Act  of  1982  (P.L.  97- 
248)  required  the  Secretary  to  establish  a  single  payment  limit  for 
both  freestanding  and  hospital-based  skilled  nursing  facilities 
(SNFs),  effective  (Jctober  1,  1982.  Prior  to  that  time,  separate  limits 
were  established  for  these  two  typee  of  facilities  in  recognition  of 
the  fact  that  the  operating  costs  of  hospital-based  facilities  were 
typically  much  higher  than  those  of  the  fre^Unding  facilitiea. 

In  the  Social  Security  Amendments  of  1983  (P.L.  98-21),  the  ef- 
fective date  of  the  single-limit  requirement  was  postponed  for  one 
year.  In  addition,  the  Congress  required  the  Secretary  to  report  by 
December  31,  1983  on  the  effect  of  the  implementation  of  the 
TEKRA  single-rate  provision  on  hospital-based  SNFs,  given  the  dif- 
ference (if  any)  in  the  patient  populations  served  by  such  facilities 
and  by  freestanding  SNFs.  Further,  the  Secretary  was  required  to 
report  by  the  end  of  1983  on  the  impact  of  hospital  prospective  pay- 
ment on  SNFa. 

&  2062 

The  bill  postooned  implementation  of  the  single  rate  for  SNFs 
until  April  1,  1984.  The  Committee  believed  it  prudent  to  wait  until 
the  Secretary  completed  the  report  on  hospital-based  SNFs  before 
implementing  the  single-rate  provision. 

Modified  ProvUlon 

(1)  For  fiscal  year  1983  and  until  July  1,  1984,  hospital  based 
facilities  and  freestanding  facilities  would  be  paid  on  the  basis  of 
the  policy  for  calculating  reimbursement  limits  that  had  been  in 
effect  prior  to  the  passage  of  TEFRA.  Under  this  system,  the  limits 
for  freestanding  facilities  would  be  set  at  112  percent  of  the  aver- 
age per  diem  operating  costs  for  urban  and  rural  facilities,  respec- 
tively^ The  limits  for  hoepital-based  facilities  would  similarly  be  set 
at  112  percent  of  the  average  per  diem  operating  cost  for  urban 
and  rural  hospital  based  facilities,  respectively. 

(2)  Effective  July  1,  1984  and  thereafter,  the  Secretary  would  es- 
tablish dual  limits  for  hoepital-based  and  freestanding  SNFs  on  a 
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somewhat  different  has'is.  Separate  limits  would  continue  to  be  es- 
tablished for  freestanding  facilities  in  urban  and  rural  areas  at  112 
percent  of  the  mean  operating  costs  of  urban  and  rural  freestand- 
mg  facilities,  respectively.  However,  limits  for  urban  or  rural  hospi- 
tal-baBed  facilities  would  be  set  at  the  appropriate  freestanding  fa- 
cility limit  plus  50  percent  of  the  difference  between  the  freestand- 
ing facility  limit  and  112  percent  of  mean  operating  costs  for  hospi- 
tal-based facilities.  Cost  differences  between  hoepital-based  and 
free-standing  facilities  attributable  to  excess  overhead  allocations 
resulting  from  medicare  reimbursement  principles  shall  be  recog- 
nired  as  am  add-on  to  the  limit.  Adjustments  would  be  made  to  take 
account  of  differences  in  wage  levels  prevailing  in  a  facilities  area. 

Under  this  provision,  both  hospital  based  and  freestanding  facili- 
ties could  continue  to  apply  for  and  receive  exceptions  from  the 
cost  limits  in  circumstances  where  high  costs  result  from  more 
severe  than  average  case  mil  or  circumstances  beyond  the  control 
of  the  facility.  Indicators  of  more  severe  casemix  include  a  com- 
paratively high  proportion  of  Medicare  days  to  total  patient  days, 
comparatively  high  ancillary  costs,  or  relatively  low  average  length 
of  stay  for  all  patients  (an  indicator  of  the  rehabilitative  orienta- 
tion of  the  facility).  Facilities  eligible  for  exceptions  could  receive, 
wherejustified,  up  to  all  of  their  reasonable  costs. 

(3)  Tne  Secretary  shall  forward  to  the  Congress,  no  later  than 
April  16,  1984,  the  final  report  on  skilled  nursing  facilities  as  re- 
quired by  TEFRA. 

(4)  The  Secretary  shall  submit,  no  later  than  December  1,  1984.  a 
proposal  for  implementation  of  a  prospective  payment  system  for 
skilled  nursing  care  under  Part  A.  Such  payment  system  shall  take 
into  account  case  mix  differences  between  providers.  Such  a  system 
should  tilso  be  desi^fned  so  as  to  permit  the  inclusion  of  pajTnents 
into  the  payments  currently  made  to  hospitals  under  the  DRG 
system.  The  proposal  shall  be  drafted  so  as  to  be  implementable  as 
of  October  1,  1985. 

Effectivt  Date 

October  1,  1983. 

E$timated  Coil 

FiacaJ  year  "'"'"Tl 
19&4   >20 

1985   SO 

1986   S5 

1987   <0 

4-yo«rtoUl   1126 

10.  Rounding  of  Part  B  PaymenU  (sec.  910  of  the  bill) 
Prt$ent  Law 

The  Omnibus  Budget  Reconciliation  Act  of  1981  authorized  the 
Social  Security  Admmistration  (SSA)  to  round  to  the  next  lower 
whole  dollar  payments  made  after  July  31,  1981  to  beneficiaries  of 
Title  II  of  the  &x:ial  Security  Act  (Federal  Old  Age,  Survivors  and 
Disability  Insurance). 
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.rl  ^P'^,  ^"^^^  Responsibility  Act  of  1982  (TEFRA) 

expanded  the  use  of  the  "round^own"  concept  to  two  other  oro- 
grams  adm.mstered  by  SSA.  Under  the  Aid  U>  Families  with  iS^ 

Q  "iefr^'A?!^^''^^'  '/"^'"I'  -<^-^^  ^ 

both   their  AFDC  need  standard  and  actual   monthly  benefit 

amounts  to  the  next  lower  whole  dollar.  Under  the  Supplementa 
Security  Income  (SSI)  program,  both  the  monthly  b^nem^d 
Xiedolla'r  ""'""^        ^  ^  '""""'^-l  ^  tL  next  lowe^ 

.r^^^'^^^L^^.u  ^:r"'b"8  Budget  Reconciliation  Act  nor  TEFRA  in- 
Z^'^i^  '^^  "round-down"  concept  into  Medical  reimbur^ 
ment.  Medicare  earners  continue  to  compute  payments Tph^^ 
c  ans  and  suppliers,  or  beneficiaries  in  the  iaL  of  unLiSS 
claims,  to  the  nearest  penny.  unaaaignea 

Explanation  of  ProvUlon 

The  provision  would  require  Medicare  part  B  charge  based  oav- 
menta  on  claims  that  are  not  whole  dollaramounts  to  I^^n^id 
down  to  the  next  lower  dollar  Physicians  and  supplKrs  a^""-^ 
TunTg."'  ^--^^^^-ry  for  amou'nTl'^tTrS 

Effectlvt  DaU 

July  1,  1984. 

Eitimated  Savlng$ 


Fiscal  year 

19«4   UaUcm 

1985     115 

1986     65 

1987     70 


<  year  total  

  $226 


11.  Agreements  for  Medicare  Claims  Processing  (sec.  911  of  the 

bill) 

Preient  Law 

Explanation  of  Pnoition 

ments.  not  solely  those  hmed  on  ca^i  l^A(^^  u     a  ^ 

ments.  The  provision  also  allows  the  SecretTry  to  provid^foT^ubU^ 
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cation  of  the  Btandards  for  contractors  through  normal  administra- 
tive issuances  rather  than  through  the  regulatory  process. 

Effective  Date 

October  1.  1984. 

Eitimated  Savlngt 

Piacal  /ear  Uttliom 

  0 

1985   115 

1986    26 

1987    35 

4-ye«r  total   $75 

12.  LesMr  of  Coat  or  Charges  (sec.  912  of  the  bill) 
Pretent  Law 

Current  law  includes  provisions  for  Medicare  to  pay  providers 
the  leeeer  of  coets  or  charges  (LCC).  These  provisions  were  adopted 
(before  hospital  prospective  payment)  to  assure  that  Medicare 
would  not  pay  providers  more  than  the  amounts  paid  by  the  gener- 
al public.  HCFA  regulations  allow  hospitals  to  calculate  the 
amount  of  their  coets  and  charges  in  the  aggregate  for  inpatient 
and  outpatient  services.  This  policy  has  the  effect  of  permitting 
hospitals  with  low  outpatient  cnarges  to  neverthel^  receive  their 
full  costs  from  Medicare  by  adding  in  their  typically  above-cost  in- 
patient charges. 

Explanation  of  Provliion 

The  provision  would  require  the  Secretary  to  issue  regulations  to 
iaolate  the  calculation  of  the  leaser  of  coets  or  charges  for  outpa- 
tient services  from  the  calculation  for  inpatient  services. 

Effective  Date 

Accounting  periods  beginning  on  or  after  October  1,  1984. 
Eitimated  Savingt 

FMcal  year  MM>c^ 

1985   »80 

1986   f 

1987   1^ 

4-year  total   *276 

13.  Hepatitis  B  Vaccine  (sec.  913  of  the  bill) 
(Contained  in  S.  2062  as  originally  reported) 
Pretent  Law 

Present  law  precludes  Medicare  coverage  of  immunizations  and 
vaccines  with  the  exception  of  the  pneumococcal  vaccine.  There- 
fore, the  program  does  not  cover  immunizations  against  viral  hepa- 
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mlr  «"'^J"'^^^'0"8  diseafle  that  produces  acute  and  chronic  infia- 
mation  of  the  liver  which  may  lead  to  serious  illness  or  death 

hv^  '/ff^  r']^'  '^V^'^/^^^'  patients  are  currently  monitored 
by  monthly  testing  for  the  virus,  and  these  tests  are  covered  and 
paid  for  under  Medicare. 

Explanation  of  Provision 

F^nn  if  °!l''T  Hepatitis  B  vaccine  under  Medicare  for 

fcoKU  hemodialysis  patients. 

The  Committee  has  given  the  Secretary  the  nexibility  to  develop 
a  payment  method  that  may  be  different  from  the  usual  Medicare 
f^it7";i"r  developing  such  a  payment  syBtem.X 

Committee  believes  that  any  payment  system  should  provide  a  pay 
ment  amount  which  reasonably  reHects  the  cost  of  efficiently  pZ- 

that  the  Secretary  revise  coverage  guidelines  with  respect  to  the 
fr^uency  of  Hepatitis  B  testing  for  successfully  imm\^ued  pi 

Effective  Date 

July  1.  1984. 

Ettimated  Savlngt 


Fiscal  year 

1984...  ttaiMH 

1985     -W 

19H6     1 

1987     2 

  2 


4  year  total  

  12 


14.  Limitation  on  Certain  Foot  Care  ServlcM  (sec.  914  of  the  bill) 

(Contained  in  S.  2062  as  originally  repo.-ted) 
Pretent  Law 

1-  vflu'^"  considerable  concern  regarding  the  frequency 
^^iceS'fns^l';'?^"^,  Place.^e  H^lth  anSHum^^ 

oeryices  Inspector  (General  conducted  a  review  in  Vinrinia  and  mn 

w^  te  nf  n^r^  ^^h'"'        .'^'"^  becauseThe  pSJ^" 

K^n.^i  performed  more  frequently  than  necessary  and  was 
being  performed  on  patients  (particularly  nursing  home  natien^ 
who  did  not  require  professional  care.  patients) 

Explanation  of  Provision 

The  provision  would  require  the  Secretary  to  issue  retrulationn 
esUblishing  coverage  guidelines  under  the  Medicare  pS^am  foJ 
debndement  of  mycotic  toenails.  Unless  the  SecrXy^dSminL 
otherwise,  no  payment  would  be  made  for  such  servi^  whe™^?. 
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formed  more  frequently  than  once  every  60  days.  Exceptions  could 
be  authorized  if  medical  neceeaity  were  documented  by  the  physi- 
cian. 

Effective  Date 
Services  furnished  on  or  after  enactment. 

Ettimated  Saclngi 


Fi»c*l  yt*r.  "•"•^ 
  1 1 

i9a6   I 

1986   " 

1987   ^ 


*-j*mT  total   ^ 


15.  Covtngt  of  Hemophilia  Clotting  Factor  (sec.  91B  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 
Pretent  Law 

Present  law  excludea  coverage  of  drugs  and  biologicalfl  unless 
they  are  of  the  type  that  cannot  be  self-adminiatered  and  are  com- 
monly furnished  incident  to  physicians  servicea. 

Hemophilia  is  a  life-long  disease  in  which  a  patient  whose  blood 
lacks  a  clotting  factor  is  subject  to  spontaneous  hemorrh^es  In 
the  past  13  years  hemophilia  patients  have  had  the  benefit  of  a 
human  blood  derived  concentrate  which,  when  infused,  induces  the 
blood  to  clot,  and  when  appropriately  given  in  advance  may  pre- 
vent bleeding.  ...  L-  1  ^„„l 

The  hemophilia  clotting  factor  is  considered  to  be  a  biological 
under  Medicare  and  is  covered  when  provided  by  a  physician  to  a 
patient,  on  either  an  inpatient  or  outpatient  basis. 

Explanation  of  Provltlon 

The  provision  would  permit  Medicare  coverage  for  the  supplies 
and  products  necessary  for  the  self-administration  of  the  clotting 
factor,  subject  to  utilization  controls  deemed  necessary  by  the  bec- 
retary  for  the  efficient  use  of  the  factors. 

Effective  Date 

Items  and  service  purchased  on  or  after  enactment. 

Ettimated  Savings 

Negligible. 

16.  Indexing  of  Part  B  Deductible  (sec.  916  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 
Pretent  Law 

Under  present  law.  enrollees  in  the  Supplementary  Medical  In- 
surance (or  Part  B)  portion  of  Medicare  must  pay  the  first  }75  ol 
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covered  expenses  (known  as  the  deductible)  each  year  before  any- 
benefits  are  paid  The  amount  of  this  deductible  is  fixed  by  law. 

Explanation  of  Provltlon 

The  provision  would  index  the  amount  of  the  Part  B  deductible 
for  3  years  beginning  in  calendar  year  1985.  by  the  percentage  by 
which  the  Medicare  economic  index  increases  each  year.  The  Medi- 
care economic  index  is  the  index  used  to  limit  increases  in  the  pre- 
vailing level  of  physician  fees  reimbursable  under  the  Part  B  pro- 
gram. It  is  estimated  that  the  deductible  would  increase  to  $78  in 
calendar  year  1985,  $82  in  calendar  year  1986,  and  $86  in  calendar 
year  1987,  and  then  remain  at  that  level. 

Effective  DaU 

January  1.  1985. 

Ettimated  Savlngt 


Fiscal  year  WiI/mxu 

19B4   0 

19R5   $86 

1986    90 

1987  _   100 


4  ye«r  total   J225 


17.  Cost  Sharing  for  Durable  Medical  Equipment  Fumlihed  as  a 
Home  Health  Benent  (sec.  917  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 

Pretent  Law 

Under  present  law.  when  covered  durable  medical  equipment 
(DME)  is  furnished  to  an  outpatient  bj'  a  supplier  of  services  or  by 
an  institutional  provider,  jiayment  is  made  under  the  Part  B  pro- 
gram on  the  basis  of  80  percent  of  the  reasonable  charges  or  80  per- 
cent of  the  reasonable  costs,  with  one  exception.  If  the  equipment 
is  furnished  by  a  home  health  agency,  payment  is  made  on  the 
basis  of  100  percent  of  the  reasonable  cost. 

Explanation  of  Provltlon 

The  provision  would  reimburse  home  health  agencies  for  durable 
medical  equipment  at  80  percent  of  reasonable  cost  and  as  in  the 
case  of  other  providers  and  suppliers,  permit  the  agencies  to  bill 
beneficiaries  for  the  remaining  20  percent. 

Effective  Date 
Items  or  services  furnished  on  or  after  enactment. 


Ettimated  Savlngt 

FUcal  year:  Millxmt 

1984  :   $10 

198b   20 

1986   26 

1987   26 

4-year  total   $80 
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18.  Extension  of  Medicaid  Payment  Reductions  and  Offsets  (sec. 
921  of  the  bill) 

Prt$ent  Lew 

Public  Law  97-35  provided  that  whatever  Federal  matching  pay- 
ments a  State  is  otherwise  entitled  to  are  to  be  reduced  by  3  per- 
cent in  fiflcaJ  year  1982,  4  percent  in  TiBcal  year  1983,  and  4.5  per- 
cent in  Fiscal  year  1984.  A  State  may  qualify  for  a  percentage  point 
offeet  to  theee  reductions  of  up  to  3  percent  if  it  has  a  aualifiea  hoe- 

fital  cost  review  pro-am,  an  unemployment  rate  wnich  exceeds 
50  percent  of  the  national  average,  or  fraud  and  abuse  recoveries 
srreater  than  one  percent  of  Federal  expenditures.  In  addition 
States  may  earn  back  part  or  all  of  the  reductions  if  expenditures 
remain  below  specific  target  amounts. 

Explanation  of  ProvUlon 

This  provision  would  extend  the  existing  reduction  and  offset 

firovisions  for  3  years.  Tlie  reduction  rate  would  be  3  percent  for 
iscal  years  1985,  1986  eind  1987.  Moreover,  for  the  purpose  of  deter- 
mining the  amount  of  payments  under  subsection  1903(bX1KA)  that 
a  State  is  otherwise  entitled  to  receive  for  a  given  fiscal  year,  inter- 
eat  paid  under  subsections  1903(dX2)  eind  1903(d)(5)  and  adjustments 
under  section  1128A  are  to  be  excluded  under  certain  circum- 
stances. 

Effective  Date 

October  1,  1984. 

Eitimated  Savlng$ 


FiacaJ  year:  Wi/Jkw 

1984   0 

1986   1562 

1986   353 

1987   432 

4-ywtoUJ   $1.3^7 


19.  Mandatory  Assignment  of  Rights  of  Payment  by  Medicaid 
RecipienU  (sec.  922  of  the  bill) 

Pretent  Law 

States  are  now  p)ermitted  to  require  Medicaid  applicants  to 
assign  to  the  State  their  rights  to  medical  support  and  third  partv 
payments  for  medical  care.  Approximately  25  States  have  taken  ad- 
vantage of  this  provision. 

Explanation  of  Provitlon 

This  provision  would  mandate  that  States  require  Medicaid  ap- 
plicants to  assign  to  the  State  their  rights  to  third  party  payments 
as  a  condition  of  eligibility. 


955 

Effective  Date 

October  1,  1984.  A  later  implementation  date  is  permitted  when 
btate  legislation  is  required. 

Eitimated  Saving* 


Fiscal  year 

1984   

1985   " 

 '"■■■■■-^^^^^^^^^^  I 


4-year  total  


20  Increase  In  Medicaid  Celllny  Amount  for  Puerto  RJco.  the 
yiryin  Islands.  Guam,  the  Northern  Mariana  Islands,  and 
American  Samoa  (sec.  923  of  the  bill) 

(Ck)ntained  in  S.  2062  as  originally  reported) 

Pretent  Law 

Current  law  authorizes  participation  of  Puerto  Rico,  the  Viririn 
Wands,  Guam  the  Northern  Mariana  Islands,  and  Ameri(in 
bamoa  in  the  Medicaid  program.  It  sets  the  Federal  matching  rata 
for  these  jurisdictions  at  50%  and  provide*  for  annual  ceUii^  on 
such  payments  of  $45  million  for  Puerto  Rico.  $1.5  million  for  the 
Virgin  Is  ajids  $1.4  niillion  for  Guam,  $360,000  for  the  Northern 
Manana  Islands,  and  $750,000  for  American  Samoa. 

Explanation  of  Provitian 

The  provision  would  increase  the  annual  dollar  ceUings  on  Feder- 
al payments  to  these  jurisdictions.  The  new  ceilings  would  be  $63  4 
mi  ion  fo'-  Puerto  R.co^2.1  mUlion  for  the  Vi^n  Islands.  $2  0 

1  rnS'f^^r'  ^^^'T  N''^^^^"'  Mariana  Islands  and 

$1,150,000  for  Amencan  Samoa. 

Effective  Date 

October  1,  1983. 

Eitimated  Cott 


Fiacal  year 

1984.  JWiii-. 

1985     <20 

1986     20 

1987     20 

  20 


4-year  total   ^ 
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21.  Increase  Authorization  for  Maternal  and  Child  Health  Block 
Grant  Program  (sec.  924  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 

Prt$ent  Law 

The  present  law  authorizes  $373  million  for  the  Maternal  and 
Child  Health  fMC]H)  Block  grant  program.  Ckjngress  appropriated 
an  additional  $105  million  for  the  program  in  TiBcal  year  1983 
under  Public  Law  98-8  tuid  an  additional  $26  million  in  fiscal  year 
1984. 

Explanation  of  ProvUlon 

The  provision  would  permanently  increase  the  authorization 
level  for  the  MCJH  block  grant  program.  The  level  would  be  in- 
creased to  $452  million  in  fiscal  year  1984,  $453  million  in  fiscal 
year  1985,  and  $456  million  in  fiscal  year  1986  and  thereafter. 

Effecttvt  Date 

October  1,  1983. 

Eatimated  Coit 


PiacaJ  year  ttiiimu 

1984   $33 

1985   30 

1986   12 

1987   -U 


*-y»Ttotai   $61 


22.  Medicaid  CoTera^e  for  Pregnant  Women  (sec.  926  of  the  bill) 

((Contained  in  S.  2062  as  originally  reported) 
Prttent  Law 

Prior  to  the  enactment  of  the  "Omnibus  Budget  Reconciliation 
Act  of  1981"  (Public  Law  97-35)  States  were  permitted  to  allow 
pregnant  women  to  qualify  for  AFDC  payments  on  the  basis  of 
their  unborn  children.  Pregnant  women  who  are  entitled  to  AFDC 
cash  payments  on  this  basis  were  also  entitled  to  Medicaid  cover- 
age. Public  Law  97-35  prohibited  States  from  making  AFDC  cash 
payments  to  a  pregnant  woman  on  the  basis  of  her  unborn  child 
until  the  sixth  month  of  pregnancy.  However,  States  are  permitted 
to  extend  Medicaid  eligibility  to  these  women  from  the  time  the 
pregnancy  has  been  medically  verified.  An  estimated  80  percent  of 
the  States  and  jurisdictions  have  elected  to  provide  Medicaid  cover- 
age to  a  pregnant  woman  on  the  basis  of  her  unborn  child  for 
either  all  or  a  portion  of  her  pregnancy. 

Explanation  of  ProvUlon 

The  provision  would  mandate  States  to  provide  Medicaid  cover- 
age beginning  with  the  medical  determination  of  pregnancy  to 
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every  woman  who  would  be  eligible  for  AFDC  if  the  child  were 

Effective  Date 

sd^t^'le^ZLt^ul^''^^^^  f-^-'^^  -hen 

Ettlmated  Coat 


Fiac«I  year: 

1984    U.llu^ 

1986     $4 

1986     11 

1987     12 


4-year  total  

  $40 


23.  Recertincation  of  SNF/ICF  Patients  (sec.  926  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 
a.  Preaent  Law 

However,  there  is  e\Hd;n7p  fhff  ^  r  ^  services  every  60  days, 
be  more  apL^mte^n  the  JfT  ^T'"^"^  recertification  may 
cility  stays  "       ^  ^™  intermediate  care  fa- 

Explanatlon  of  Provlalon 

sch'^lFe'Sryn^Snu'^'ng'fadm  -certification 
be  established:  """^'ng  facilities  the  following  schedule  would 

30  days  after  initial  admittance; 
60  days  after  initial  admittance- 
90  days  after  initial  admittance; 
bO-day  intervals  thereafter 

esUbliih^'™'^"^  ^oUawing  schedule  would  be 

60  days  after  initial  admittance; 
1^0  days  after  initial  admittance; 
1^  months  after  initial  admittance; 
18  months  after  initial  admittance- 
^4  months  after  initial  admittance- 
1-year  intervals  thereafter. 

b.  Preaent  Law 
Explanation  of  Provlalon 
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c.  Preient  Law 

By  law,  the  quarterly  Federal  penalty  imposed  on  States  for  fail- 
ure to  have  an  adequate  program  of  controls  over  utilization  is 
equal  to  33  percent  multiplied  by  a  ratio  of  all  Medicaid  patients 
in  facilities  with  one  or  more  surveyed  records  out  of  compliance  to 
all  Medicaid  patients  in  those  types  of  facilities. 

Explanation  of  ProvUlon 

The  provision  would  modify  the  existing  formula  by  substituting 
5  percent  for  the  existing  33 Vi  percent  figure.  Further,  the  provi- 
sion would  specify  that  no  penalty  would  be  imposed  in  cases 
where  the  total  number  of  patients  whose  records  were  surveyed 
and  found  out  of  compliance  is  less  than  3  percent  of  the  total 
number  of  patients  included  in  the  survey. 

Effective  DaU 

Quarters  beginning  on  or  after  enactment. 

Ettimated  Savlngi 


19ft4   13 

1986   i 

1986   0 

1987   -1 

4-y«*r  total   tS 


24.  Study  of  Physician  Reimbursement  for  Cognitive  Services  (sec. 

931  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 

Preient  Law 

Medicare  payments  to  physicians  are  made  on  the  basis  of  rea- 
sonable charges  for  speciiic  services.  There  is  concern  that  the  ex- 
isting payment  methodology  may  reeult  in  payment  imbalances  be- 
tween various  physician  specialties,  types  of  procedures,  and  health 
care  settings.  The  current  reimbursement  system  rewards  physi- 
cians for  their  technical  skills  and  for  the  performance  of  certain 
activities  such  as  surgery  or  diagnostic  tests.  As  a  result,  there  is 
concern  that  the  system  discourages  physicians  from  spending  time 
with  patients  to  counsel  or  examine  tnem. 

Explanation  of  ProvUlon 

The  provision  directs  the  Office  of  Technology  Assessment,  in 
consultation  with  appropriate  physician  organizations  and  the  Sec- 
retary, to  conduct  a  study  examining  any  imbalance  in  payments 
to  physicians  for  their  cognitive  vs.  their  technical  services.  It  is 
the  desire  of  the  Committee  that  the  OTA  study  results  include 
specific  recommendations  on  ways  to  modify  the  existing  system 
for  determining  Medicare  allowances  to  eliminate  any  inequities 
that  exist  between  reimbursement  levels  for  medical  procedures 
and  cognitive  services. 
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.ub„ta,i„„  of  the  report  to  ^r^'bi'SL^i.^^Tsl  "^""^ 

Effective  Date 

Enactment. 

25.  Elimination  of  Part  B  Deductible  for  Certain  Diagnostic 
Laboratory  Testa  (sec.  932  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 

Present  Law 

-uranc  p.yn,e„Tlhat"'cSua^;  S  ZS^. 

Explanation  of  ProvUlon 

duSble'TnTe^clIi'ciFdtnr^^''^''?  ^^^^  P-t  B  de- 

which  has  enterSTnto  a  X?'«tLl  ^  Performed  in  a  laboratory 
tary.  Should  th^e^  SheduTn^^  agreement  with  the  Secr^ 
tion  of  this  bill  n^  ^^tenHZ""  Jf'ST^  « 
provision  would  then  proide  l^in^^nr  ^P^"?^""  30.  1987.  this 
into  such  agreement  a^d  fh^.^hl"^'"'®  'a^watories  to  enter 
dividual  biKjof  M!:i^'L^£:retiSr  ""^ 

Effective  DaU 

Diagnostic  tests  performed  on  or  after  September  30  1987 
of  the  bill)  neajin  Agencies  uid  Hospices  (sec.  933 

(Contained  in  S.  2062  as  originaUy  reported) 
Pretent  Law 

tinue  to  pay  for  servic^  Z>v!h!^'  f  t!^"^^?^^  required  to  con- 
the  calendar  yLTh^^hfc^  S?*  a.beneficiary  until  the  end  of 
quirement  is  oXappircable  to  "^"^  P'«^-  '^^  ^ 

ua.  Plan  of  care  lt!&Te\%'^o7^Z  Sti^J^f  t^e  ^tiTcJ: 
Explanation  of  ProvUlon 


ybu 

under  a  plan  established  prior  to  the  termination  date  of  the  par- 
ticipation agreement.  This  provision  brings  the  treatment  of  home 
health  agencies  and  hospices  into  conformity  with  the  treatment  of 
hospitals  and  skilled  nursing  facilities. 

EffecHve  Date 

Enactment. 

27.  Repeal  of  Special  Tuberculosis  Treatment  Requirements  Under 
Medicare  and  Medicaid  (sec.  934  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 

Pment  Law 

Present  law  contains  a  number  of  provisions  intended  to  assure 
that  institutional  services  provided  to  Medicare  emd  Medicaid  pa- 
't  tientfl  suffering  from  tuberculosis  are  not  custodial  in  nature  and 

%  that  such  treatment  can  reasonably  be  expected  to  improve  the  pa- 

tient's condition  or  render  the  condition  noncommunicable. 

Explanation  of  ProvUlon 


The  provision  repeals  the  special  provisions.  Advances  in  the 
active  treatment  of  tuberculosis  make  such  safeguards  against 
paying  for  custodial  care  for  tuberculosis  patients  unnecessary.  The 
^  provision  also  eliminates  tuberculosis  hospitals  as  a  special  provid- 

^  er  category  in  the  Medicare  and  Medicaid  progreuns. 

I  Effectivt  Date 

Enactment. 

28.  Medicare  Recovery  Afainst  Certain  Third  Parties  (sec.  935  of 

the  bill) 


(Contained  in  S.  2062  as  originally  reported) 


jS  Pre$ent  Law 

M  Under  current  law,  the  Medicare  program  may  make  payments 

{St  for  services  for  which  other  third  party  insurance  programs  (e  g  , 

|S  worker's  compensation,  auto  or  liability  insurance,  and  employer 

liii  health  plans)  are  ultimately  liable  for  some  or  all  of  the  costs. 

However,  the  Secretary  does  not  now  have  the  right  of  subrogation 

^  to  become  a  party  to  claims  against  other  liable  parties  or  to  recov- 

p  *;  er  directly  from  such  parties. 


3|j  Explanation  of  PrxtvUlon 

W  The  provision  establishes  the  statutory  right  of  Medicare  to  re- 

|3  cover  directly  from  a  liable  third  party,  on  behalf  of  a  Ijeneficiary, 

^'  if  the  beneficiary  himself  does  not  do  so,  and  to  pay  the  beneficiary 

^  or  a  health  care  provider  or  supplier  on  the  beneficiary's  behalf, 

pending  recovery  where  such  third  party  is  not  expected  to  pay 
promptly.  These  provisions  are  intended  to  improve  the  ability  of 
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flS  byliw.'"  ^'"^^"^  ^  reimbursement  to  which  it  is  enti- 

EffecHve  Date 

Enactment. 

29.  Indirect  Payment  of  Supplementary  Medical  Insurance 
Benefits  (sec.  936  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 

Pment  Law 

mfi!!"T"\i°^         "°^'      general,  permit  Medicare  Part  B  oav- 
Explanation  of  ProvUlon 

Effective  Date 

Enactment. 

30.  «M„,„.u„„    n^^i...^^  B,„.nu  A.„„,  c«„„.„ 

(Contained  in  S.  2062  bb  originally  reported) 
Prttent  Law 

paS^lThea'lurVx'iS^aL^^eTai^  provides  for  a  19  member 
CouncU  or  HlBAO^^in h^^^oi!]!!"/^'*  ^r^e^^Xs  Advisory 

Explanation  of  Provision 

in  administering  the  uJ^^^l^^IP'^.r' ^^^^^^ 
functions  with  resoect  tn^^,i!f^^^'  ^^f  Council's  advisory 
passage  of  the  S^i^iS,,^i  ^"^^^^  important.  WitA 

finTo,!  A  c«cunty  Amendments  of  1972  Public  Ij>w  Q9 
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been  called  upon  to  advise  the  Secretary  since  late  in  1976,  and 
there  are  currently  no  members. 

Effective  Date 

Enactment. 

31.  Conndentlality  of  Accreditation  Surveys  (sec.  938  of  the  bill) 

(Contained  in  S.  2062  aa  originally  reported) 
Present  Law 

Current  law  contains  certain  disclosure  safeguards  relating  to 
survey  information  used  by  the  Secretary  in  connection  with  the 
hospital  certification  process  under  Medicare.  However,  the  law 
only  specifically  refers  to  surveys  conducted  by  the  Joint  Commis- 
sion on  the  Accreditation  of  Hospitals  (JCAH). 

Explanation  of  Procition 

The  provision  extends  the  same  disclosure  protections  given 
JCAH  survey  information  to  similar  survey  information  provided 
to  the  Secretary  by  the  American  Osteopathic  Association  or  other 
national  accreditation  organizations. 

Effective  Date 

Enactment. 

32.  Flexible  Sanctions  for  Noncompliance  With  Requirements  for 
End  Stage  Renal  DiseaM  (ESRD)  Facilities  (sec.  939  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 

Present  Law 

Current  law  and  r^ulations  provide  for  decertification  of  end- 
stage  renal  disease  (ESRD)  facilities  that  are  not  in  complete  com- 
pliance with  Medicare  program  requirements. 

Explanation  of  Provision 

The  provision  allows  the  Secretary  to  applv  intermediate  sanc- 
tions, such  as  a  graduated  reduction  of  reimbursement,  to  ESRD 
facilities  whose  noncompliance  does  not  jeopardize  patient  health 
or  safety  or  justify  decertification  of  such  facilities.  Noncompliance 
would,  m  these  cases,  deal  primarily  with  administrative  require- 
ments. This  provision  makes  the  treatment  of  ESRD  facilities  com- 
parable to  the  treatment  of  nursing  homes  which  are  out  of  compli- 
ance. 

The  Committee  intends  that  the  Secretary,  in  applying  the  sanc- 
tions, should  take  certain  factors  into  account.  When  reviewing  a 
facility's  compliance  with  the  nurse  staffing  requirements,  consid- 
eration should  be  given  to  the  economic  situation  of  areas  with  ex- 
ceedingly high  unemployment  rates.  For  example,  an  area  may  be 
unable  to  recruit  nurses  because  of  the  difficulty  in  finding  employ- 
ment for  the  nurses'  spouses.  In  addition,  in  the  event  that  a  free 
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sending  facility  functions  as  a  sole  community  provider  for  d^ialv- 
sis^nnces,  care  shall  be  taken  to  ensure  that  Med^ire  tenefic^ 
aries  requiring  inpatient  services  continue  tc  have  th^^t^i^ 
available  m  a  reasonably  accessible  facility.  aeryices 

Effective  Date 

Enactment. 

33.  Use  of  Additional  Accrediting  OrgHnlzations  Under  Medicare 
(sec.  940  of  the  bill)  '^■c«re 

(Contained  in  S.  2062  as  originally  reported; 
Present  Law 

t.in"f!,'"^?^"*  Secretary  has  authority  to  rely  on  cer- 

tain accrediting  organizations  in  determininii  whether  ^rv^ifX 

^nt:3  h'""''^'"-  ageS"aLtu?:toTeu^: 
caJ  centers  and  hospice  programs  meet  Medicare  requirements 

Explanation  of  Provision 

The  provision  extends  the  Secretary's  authority  to  oermit  rpli 
ance  on  such  organizations  in  determmin^  whether  n^l.uL" 

Effective  Date 

Enactment. 

34.  Repeal  of  Exclusion  of  For-Proflt  Onranliatlon.  Pr«m 
Research  and  Demonstration  Grants  (MfSi^ofThe  bUlT 

(Contained  in  S.  2062  as  originally  reported) 

Present  Law 

Explanation  of  Provision 
Effective  Date 


Enactment. 
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35.  R«julrementij  for  Medical  Review  and  Independent 
Professional  Review  Under  Medicaid  (sec.  942  of  the  bill) 

(Contained  in  S.  2062  aa  originally  reported) 

Present  Law 

Under  current  law.  medical  review  requirements  for  skilled  nurs- 
mg  facilities  (SNFs)  and  mdependent  professional  review  for  inter- 
mediate care  facilities  (ICFs)  under  Medicaid  both  call  for  teams  of 
physicians  registered  nurses  and  other  appropriate  personnel  to 
conduct  virtually  similar  kinds  of  review. 

Explanation  of  Provision 

The  provision  makes  the  State  plan  requirements  for  medical 
review  consistent  with  the  requirements  for  independent  profes- 
sional review  thereby  clarifying  that  there  is  no  substantial  statu- 
tory difference  between  review  of  SNFs  and  ICFs  The  provision 
also  corrects  a  technical  error  in  present  law  to  assure  that  Chris- 
tian Science  sanatoria  are  excluded  from  the  revised  medical 
review/independent  professional  review  requirements. 

Effective  Date 

Enactment. 

36.  Flexibility  in  Setting  Rates  for  Hospitals  Furnishing  Long- 
Term  Care  Services  Under  Medicaid  (sec.  943  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 

Present  Law 

Current  law  contains  special  requirements  for  the  establishment 
of  payment  rates  for  hospitals  furnishing  skilled  nursing  or  inter- 
mediate care  facility  services  under  Medicaid. 

Explanation  of  Provision 

The  provision  deletes  the  reouirements  for  setting  payment  rates 
for  certain  hospital-furnished  long-term  care.  Under  the  provision 
such  rat«8  need  only  meet  the  general  criteria  applicable  to  rates 
for  similar  services  provided  by  long-term  care  institutions  to  Med- 
icaid recipients. 

Effective  Date 

Enactment. 

37.  Authority  of  the  Secretary  To  Issue  and  Enforce  Subpoenas 
Under  Medicaid  (sec.  944  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 

Present  Law 

Current  law  authorizes  the  Secretary  to  issue  and  seek  enforce- 
ment of  subpoenas  under  Medicare  to  obtain  information  needed  in 
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connection  with  hearings,  investigations  and  other  matters  related 
to  program  fraud  and  abuse. 

Explanation  of  Provision 

The  provision  authorizes  the  Secretary  to  issue  and  seek  enforce- 
ment of  subpoenas  under  Medicaid  to  the  same  extent  that  he  has 
authority  under  the  Medicare  program. 

Effective  Date 

Enactment. 

38   Repeal  of  Authority  for  Payments  To  Promote  Closing  and 
Conversion  of  Underutilized  Hospital  Facilities  (sec.  945  of  the 

((Contained  in  S.  2062  as  originally  reported) 
Present  Law 

rn^^T  ^^nl°o^^^*  "Omnibus  Budget  Reconciliation  Act  of  1981" 
(Public  Law  97-35)  authorized  the  Secretary  to  make  Medicare  and 
Medicaid  payments  to  cover  capital  and  increased  operating  costs 
associated  with  the  conversion  or  closing  of  underutilized  hospital 
lacihties^  The  provision,  which  has  never  been  implemented,  re- 
stricts the  number  of  facilities  which  may  receive  these  funds  to  no 
more  than  50  prior  to  January  1,  1984. 

Explanation  of  Provision 

The  provision  repeals  this  section  of  current  law. 

Effective  Date 

Enactment. 

IKin  Financing  Administration  (sec.  946  of 

(Contained  in  S.  2062  as  originally  reported) 
Present  Law 

By  law  the  Administrator  of  the  Health  Care  Financing  Admin- 
S  h  7k  ^E^'^'  Executive  Service  and  is  appS 

ed  by  the  Secretary  of  Health  and  Human  Services.  Hpomi- 

Explanation  of  Provision 

nrV^r^^^u'^H^^""^^.  appointment  of  the  Administrator 

Si  Iv'^y  the  President,  with  the  advice  and  consent  of  the 
t^nate.  The  position  and  pav  of  the  Administrator  is  increased  to 
Level  IV  of  the  Executive  Schedule. 

Effective  Date 

Applies  to  appointments  to  the  position  made  after  enactment. 
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40.  Exclusion  of  Certain  Entities  Owned  or  Controlled  by  Individ- 
uals Convicted  of  Medicare-  or  Medicaid-Related  Crimes  (sec. 
947  of  the  bill) 

(Contained  in  S.  2062  aa  originally  reported) 

Pment  Law 

Current  law  authorizes  the  Secretary  to  bar  from  participation  in 
Medicare  (and  to  direct  State  agencies  to  bar  from  Medicaid)  insti- 
tutional providers  in  which  a  significant  interest  is  held  by  a 
person  convicted  of  program-related  criminal  offenses. 

Ex^nation  of  ProvUlon 

The  provision  extends  the  Secretary's  authority  to  also  exclude 
from  Medicare  participation  (and  to  direct  State  agencies  to  ex- 
clude from  Medicaid  participation)  any  entity  or  supplier  of  serv- 
ice* in  which  a  significant  ownership  or  controlling  interest  is  held 
by  a  person  convicted  of  program  related  criminal  offense*. 

Effective  Date 

Enactment. 

41.  Judicial  Review  of  Provider  Reimbursement  Review  Board 
Deciiioni  (sec.  948  of  the  bill) 

(Contained  in  S.  2062  as  origindly  reported) 

Pretent  Laie 

The  "Social  Security  Araendmenta  of  1983"  (Public  Law  98-21) 
permits  groups  of  providers  to  bring  action  in  the  judicial  district 
in  which  the  largest  number  of  them  are  located.  Under  prior  law, 
group  judicial  appeals  could  only  be  made  in  the  EHstrict  Court  for 
the  District  of  Columbia.  Public  Law  98-21  also  requires  certain  ap- 
peals by  providers  which  are  under  common  ownership  or  control 
to  be  made  as  a  group. 

These  provisions  were  included  in  a  section  of  Public  Law  98-21 
entitled  Conforming  Amendments"  and  were  not  assigned  a  spe- 
cific effective  date.  Therefore,  these  provisions  together  with  most 
of  the  prospective  payment  provisions  were  given  the  following  ef- 
fective date,  "apply  to  items  tmd  services  furnished  by  ...  a  hos- 
pital beginning  with  ita  first  coet  reporting  period  that  begins  "on  or 
after  October  1,  1983." 

Explanation  of  ProvUlon 

The  provision  clarifies  the  effective  date  of  the  judicial  review 
provisions. 

Effective  Date 

Applies  to  court  actions  brought  on  and  after  the  enactment  of 
Public  Law  98-21. 
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42.  Access  to  Home  Health  Services  (sec.  949  of  the  bill) 
(Contained  in  S.  2062  as  originally  reported) 
(a)  Preient  Law 

law  reouires  a  physician  to  certify  to  a  patient's  health 
needs  and  estabhsK  a  plan  of  care  before  the  patient^n  qualify  for 
home  heal  h  benefit*  The  Secretary  is  direct,  however  to 
^ncdo3'i'"°  r  «  physician  from  ^r^ying  out  th^ 

functions  for  patient*  of  any  agency  in  which  the  physician  haTa 

Explanation  of  ProvUlon 

*ho  has  a  financial  interest  in 
an  agency  which  is  a  sole  community  provider  to  carry  out  thf  cer 

services  from  the  agency.  Existing  regulations,  which  were  intend 
ed  to  prevent  potential  confiicta  of  interest,  have  creL^^  Z^on^ 

Tnto'r^Ti^'the'onT^'"^'^  few  patienta  whose  ph'ysTi^^r;eT 
,nf^^  .         ,  T^y  ^^^^  1"  the  area.  These  patients  have  been 
phy^Lt""  ''"^^  '^'"''^  ^"^'^^  ""^  theyT;^tche3 

Effective  Date 

Enactment. 

(b)  Present  Law 

fri^T^"^  regulations  specifying  which  physicians  are  disqualified 

t'e'pa'S e^"?f °a  hit  '"^k" and'pl^^f.^rfuSTr 
uncomp^i^t^  of?,L™  Jr^J^  agency  include  physicians  who  are 

Explanation  of  ProvUlon 
Effective  Date 

Enactment. 

43.  Provider  Representation  In  Peer  Review  Orranlzationi 

(PROS)  (sec.  950  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 
Pretent  Law 

Under  current  law.  no  health  care  facility  such  as  a  ho-nit^l 
be  a  peer  review  organization  although  theV  r^ay  wrfom^'dt^^^? 
ed  review"  for  a  peer  review  organi^tion.  ^he'l^w^'s^c^icaHy^ 
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hibita  the  Secretary  of  HHS  from  contracting  with  an  entity  which 
ifl  or  ifl  affiliated  with  (through  management,  ownership  or 
ctimmon  control),  a  health  care  facility.  The  Secretary,  by  regula- 
tion, has  interpreted  this  to  mean  that  a  peer  review  organization 
(PRO)  may  not  have  a  governing  body  which  has  aa  a  member  any 
individual  who  is  a  governing  body  member,  officer,  or  managing 
employee  of  a  health  care  facility.  . 

It  is  common  among  professional  standards  review  organizations 
(PSRO's).  which  are  being  phased  out  and  replaced  bv  .^"^8.  tor 
one  or  two  hospital  administrators  to  ait  on  the  PS RO  board.  Ihe 
regulation  could  have  the  effect  of  prohibiting  any  physician  or 
o^er  person  who  is  on  the  board  of.  or  has  certain  administrative 
responsibUitiea  in.  a  hospital  from  serving  on  the  board  of  a  VHU. 

Explanation  of  PncUlon 
The  provision  provides  for  limited  representation  of  provider  re- 
lated individuals  on  PRO'a.  In  the  case  of  a  PRO  with  a  governing 
body  of  IB  or  fewer  members,  one  such  member  may  be  a  govern- 
ing body  member,  officer,  or  managinv  employee  of  a  health  care 
facility;  and  in  the  ca«  of  a  PRO  with  a  governing  body  of  more 
than  15  membera.  no  more  than  two  such  membera  may  be  a  gov- 
eming  body  member,  officer,  or  managing  employee  of  a  health 
care^cility. 

Effeeavt  Date 

Elnactment. 

44.  Prospectlre  Payment  Aaaeasment  Commission  (sec.  951  of  the 

bill) 

Prttent  Lavs 

The  "Social  Security  Amendmenta  of  1983"  (P.L  98-21)  provided 
for  the  i^ltnStion  of  a  prospective  pavment  syBtem  for  hoepi- 
Sa  under^the  Medicare  program.  The  legislation  ^^^^^^^^^l"^, 
deoendent  legislative-branch  commiaaion  to  aaaiat  the  Department 
of  ^Sth  anTHuman  Services  (HHS)  and  the  Congress  in  dealing 
wlth^  iSues  that  wUl  arise  with  respect  to  the  new  payment 
^^^..id^'S  ProsScIwe  Payment  Aaae^ent  Commiaaion  is  re- 
^ii^to'^akV^rnendaSJna  concerning  the  annual  ^r^nt. 
iL  inrreaae  factor  for  diagnoeia  related  group  (URG)  pavmeni 
X-  -n^m^ion  ia  ^  required  to  make  recommencfations 
rS:l?t^S^  in  the  ^Ga  baaed  on  its  evaluation  of  sci- 
entific  evidence. 

Explanation  of  Provision 

The  nroviaion  would  make  several  clarifying  changes  It  wouW 
Claris  tha7  he  Commission  ia  an  independent  authority  and  r^ 
^^nuihlP  for  reouesting  appropriationa.  The  Commiasion  would  be 
Sp'  from  TmSJiti've  ?5blfc  bidding  (considered  to  be  t^  cum- 
b^r^Se  for  an  o'^ganization  of  the  Commiaaion  s  ^^^^^^ 
ooen-meeting  requirements.  Further.  HHS  wou  d  be  ^^t^irn 
proJiKe  Commission  with  basic  support  services  and  be  reim- 


bursed  out  of  funds  of  the  Commission.  The  proviaion  would  alec, 
authorize  HHS  to  finance  clinical  trials  under  certain  conditiona. 
Proviaion  would  also  be  made  for  the  appointment  of  an  executive 
director.  Physicians  serving  as  personnel  of  the  Ckjmmiaaion  may 
be  provided  a  physician  comparability  allowance  by  the  C^oramia-' 
sion  similar  to  those  provided  to  physicians  employed  in  the  Execu- 
tive Branch. 

Effective  Date 

Enactment. 

45.  Medicaid  Clinic  Administration  (sec.  952  of  the  bill) 

(Contained  in  S.  2062  aa  originally  reported) 
Prttent  Law 

By  law.  States  may  cover  clinic  aervicee  under  their  Medicaid 
programs.  To  assure  that  the  clinic  services  are  provided  on  a  aafe 
and  appropriate  baaia.  regulations  iaaued  by  the  Department  of 
Health  and  Human  Services  limit  coverage  to  situations  where 
services  are  furnished  under  the  direction  of  a  physiciem.  In  certain 
cases,  the  physician  direction  rule  haa  been  interpreted  as  requir- 
ing that  clinic  administrators  be  physicians. 

Explanation  of  Provision 

The  provision  would  direct  the  Department  of  Health  and 
Human  Services  to  modify  the  physician-direction  requirement  to 
clarify  that  the  administrator  of  a  clinic  need  not  be  a  physician. 

Effective  DaU 

Enactment. 

46.  Enrollment  and  Premium  Penalty  With  Reapect  to  Working: 
Aged  ProvlBion  (sec.  963  of  the  bill) 

(Contained  in  S.  2062  aa  originally  repwrted) 

Present  Law 

The  "Tax  Equity  and  Fiscal  Responaibility  Act"  (TEFRA)  re- 
quired employers  to  offer  their  employees  aged  65  to  69  the  same 
health  benefits  plan  aa  offered  to  their  younger  workers.  At  the 
employee's  option.  Medicare  payments  may  be  secondeiry  with  re- 
spect to  himself  and  to  a  spouse  if  age  65-69.  Aged  employees  and 
sfwuses  who  elect  enrollment  in  such  employer  offered  health  bene- 
fit plans  may  wish  to  delay  enrollment  in  Part  B  because  Part  B 
coverage  may  be  duplicative.  However,  these  pwraona  are  currently 
subject  to  a  late  enrollment  penalty.  By  law,  the  monthly  Part  B 
premium  is  increased  by  10  percent  for  each  full  12  months  that 
individuala  delays  enrollment  in  the  program  beyond  their  initial 
enrollment  period. 
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Explanation  of  Provltlon 

The  proviflion  would  waive  the  Part  B  delayed  enrollment  penal- 
ty for  workers  and  their  apouaee  aged  65  to  70  who  elect  private 
(ivera«B  under  the  proviaionB  of  TEFRA  and  would  estab  lah  spe- 
cial enrollment  periods  for  such  workers  The  waiver  would  appb| 
for  the  period  during  which  an  individual  continued  to  be  covered 
under  an  employer's  group  health  benefits  plan. 

Effective  Date 

Enactment. 

47.  Emersency  Room  Services  (sec.  954  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 
Prtnent  Law 

The  "Omnibus  Budget  Roconciliation  Act  of  1981"  (P.L.  97-35)  in- 
cluded aT^vision  requiring  the  Secretary  of  HHS  to  Plac«  reason 
able  limi^  on  hoepiUl  coet^  and  physician  ^^^^^^  ^^^^"^'^^^ 
servicee.  The  limits  were  to  be  reasonably  related  to  the  charges 
^r^ilar  services  in  physician's  offices  in  the  area.  The  /Utute 
specifically  exempted  from  the  outpatient  limits  -bona  fide  emer- 
gency services  provided  in  an  emergency  roora^ 

The  Tai  Equity  and  Fiscal  Responsibility  Act  of  1982  ^^-^^^^ 
248)  included  a  provision  to  eliminate  duplet*  tZ^^^for^thT^- 
for  outpatient  services.  The  provision  added  ^^^hointy  for  theb« 
retary  to  reduce  the  payment  to  a  physician  P^^^^'^^f  „7Xad 
aji  outpetient  department  by  a  factor  reprinting  the  overhead 
^t^  alWdy  bei^g  paid  by  Medicare  through  the  payment  to  the 

^'rhe^Secretary  of  HHS  issued  implementing  regulations  for  these 
^^^^Z^r  1.  1982.  The  definition  of  '^"a  fid« 
eencv  services"  was  limited  to  services  necessary  to  P™r«"tdeatti 
gency  8ervi«»  receiving  public  comment,  the  Depart- 

Z:^rT\l^^^^e^i^^^'^--  Although  the  regulations 
El^"e  not  y^lSS"  S^.  it  appears  that  the  Department  is  pre- 
pared  to  broaden  the  defmition. 

Explanation  of  ProvUlon 
The  provision  would  provide  for  the  following  sUtutory  defini- 
tion of  "bona  fide  emergency  services  : 

Service*  provided  in  a  hoepiUl  emergency  room  afi^r 
thrsudden  onset  of  a  medical  condition  manifesting  itself 
bv  8>^pton^  of  sufficient  severity  (including  severe  pain) 
thatX  ab^nce  of  immediate  medical  attention  could  rea- 
sonably be  expectod  to  result  in  (a)  placing  the  patent  s 
health  inlerioW^jeopardy;  (b)  serious  impairment  to  bodily 
Son8;T(c)  sirio'uB  dysfunction  of  any  bodily  organ  or 
part. 


Tlie  (Committee  believes  that  a  statutory  definition  of  "bona  fide 
emergency  services"  is  necessary  to  express  clearly  the  intent  of 
Ckjngress  in  this  regard. 

Effective  Date 
Services  furnished  on  or  after  enactment. 

48.  Nurse  Anesthetists  (sec.  955  of  the  bill) 
((Contained  in  S.  2062  as  originally  reported) 
Pre  tent  Law 

Under  the  new  prospective  payment  system  enacted  as  a  part  of 
the  Social  Security  Amendments  of  1983  (P.L.  98-21).  Medicare's 
{iayments  to  hospitals  under  Part  A  will  be  based  on  the  diagnosis 
of  the  patient.  Eiach  diagnosis-related  group  (DRG)  payment  is  in- 
tended to  cover  all  the  services  that  hospitals  customarily  furnish 
in  caring  for  patients  with  a  specified  diagnosis. 

Ortified  registered  nurse  anesthetists  (CRNAs)  have  a  variety  of 
employment  arrangements.  Nearly  40  percent  of  all  tineethesia 
services  are  provided  by  CRNAs  employed  by,  or  under  contract 
with,  hospitals.  (Certified  registered  nurse  anesthetists  who  are  ptiid 
by  the  hospital  often  assist  at  operations  by  anesthetising  the  pa- 
tient. A  part  of  each  hospital's  DRG  pjayment  is  intended  to  cover 
these  costs.  On  the  other  hand,  a  physician  might  provide  the  anee- 
thetic,  and  in  these  cases  the  physician  can  bill  Medicare  separate- 
ly. Physicians  may  also  employ  nurse  anesthetists  and  bill  for  their 
services  through  part  B.  Since  a  hospital  will  be  paid  the  same 
amount  regardless  of  whether  it  pays  a  CRNA  to  perform  the  pro- 
cedure, or  a  physician  or  a  CRNA  whom  he  employs,  gives  the  an- 
esthetic at  no  cost  to  the  hospital,  there  is  a  clear  financial  incen- 
tive for  hospitals  to  have  physicians  replace  CRNAs  employed  by 
the  hospital. 

Explanation  of  ProvUlon 

The  provision  provides  that  the  costs  a  hospital  actually  incurs 
in  employing  (JRNAs  are  to  be  reimbursed  on  a  reasonable  coet 
basis.  Thus,  the  hospital  will  have  neither  a  financial  incentive  or 
disincentive  to  employ  CRNSe.  The  costs  may  not  be  based  on  a 
greater  number  of  CRNAs  than  were  employed  by  a  hospital  in 
1982,  unless  the  Secretary  determines  that  patient  volume,  patient 
mix,  or  a  loss  of  physicians'  services  requires  otherwise. 

The  provision  further  requires  the  Secretary  to  conduct  a  study 
and  report  to  (Congress  on  an  alternative  method  for  reimbursing 
for  these  services.  Such  alternative  method  should  not  discourage 
the  use  of  CRNA*. 

Effective  Date 

Hospital  reporting  periods  beginning  on  and  after  October  1, 
1984. 
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49.  Prospective  Payment  Wage  Index  (sec.  956  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 
Pretent  Laic 

The  "Social  Security  Amendments  of  1983"  (?.L.  98-21)  provided 
for  the  implementation  of  a  proepectwe  payment  system  fov  h^p  - 
t^  under  the  Medicare  program.  Under  the  system,  Payments 
made  to  hospitals  are  adjusted  to  refiect  d.fTerences  m  hoep.tal 
aiS  wie  levels.  The  wage  index  is  calculated  based  on  wage  and 
e^^loy^ent  data  main^ned  by  the  Bureau  of  Ubor  S^tist.cs 
fM^^the  Department  of  Ubor.  This  data  is  currently  the  moet 
reliable  naUonaldata  available.  However,  .t  is  an  '"ad^uate  meas- 
ly of  w^edkrence«  because  it  fails  to  accurately  reHect  he  rel 
ilTve  uaTof  part  time  and  full  time  employees  in  calculating  the 
index. 

Explanation  of  Provision 

The  oroviflion  would  direct  the  Secretary  of  Health  and  Human 
ServicJ^T^nsult  with  the  Secretary  of  Labor  to  develop  methods 
of  reS^iiS  Sd  improving  the  adequacy  and  equity  of  the  .ho«P'<;^l 
wa^  3x  taking  into  account  wage  differences  of  part  time  and 
^TtSi.  woVS  The  Secretary  of  HHS  would  be  required  to 

pr^i^nT^d'Lrth'e/'rl^^re  the  Secretary  to  adjust  if 

brldr^eTre^rc^^;^^"^^^^^ 
count. 

Srfective  Date 

Enactment 

M.  Hcplce  Contr«^nf  for  Core  Services  (sec.  957  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 
Prttent  Law 

vide  directly.  8"^^",  J^jT  services  physician's  services,  and 
nursing  care.  "^^^'^^^^^^^ZT^or^^orl  services"  may  be  pro- 

%"ir'-r^fr,2Slv  byTh^  Sce^^^  under  arrangements  with 
vided  either  directly       ^ne  nuej;         ^nainUin  professional  man- 
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ual.  regardless  of  the  location  or  facility  in  which  such  services  are 
furnished. 

Under  existing  regulations,  a  hospice  may  use  contracted  staff  to 
meet  the  "core  service"  needs  of  its  patients  but  only  when  neces- 
sary to  supplement  hospice  employees  during  perioos  of  peak  pa- 
tient loads  or  under  extraordinary  circumstances. 

Explanation  of  ProvUlon 

The  provision  would  permit  the  Secretary  to  waive  the  nursing 
care  "core  services"  recjuirements  for  hospices  that  are  located  in 
rural  areas,  that  were  in  operation  on  or  before  January  1,  1983, 
and  that  have  demonstrated  a  good  faith  effort  to  hire  their  own 
nurses.  A  waiver  request  would  Be  granted  automatically  unless  ex- 
pressly denied  by  the  Secretary  within  60  days.  The  granting  of  a 
waiver  would  not  preclude  the  favorable  consideration  of  a  subae- 
quent  waiver  reauest  should  such  a  request  be  made. 

In  providing  for  this  waiver,  the  Committee  emphasizes  that  it 
does  not  support  or  condone  the  establishment  of  hospices  which 
serve  only  as  brokers  for  services.  Hospices  which  receive  core-serv- 
ice waivers  would  be  expected  to  exert  professional  management 
responsibility  over  the  services  and  would  be  accountable  for  assur- 
ing that  they  are  rendered  consistent  with  the  plan  of  care. 

The  provision  would  also  reauire  the  Secretary  to  study  the  ne- 
cessity and  appropriateness  of  the  core  service  requirement  and 
report  his  findings  to  Congress  within  18  months  of  enactment.  The 
(Committee  wishes  to  express  its  interest  in  having  the  Secretary 
make  recommendations  for  (1)  legislative  action  to  further  protect 
hospice  patients  and  the  Medicare  program  from  fraud  and  abuse 
and  (2)  standards  of  quality  to  be  used  in  connection  with  h(»pice 
services. 

Effective  Date 

Enactment. 

61.  Exemption  of  Public  Psychiatric  Hospltab  From  ProvUlon 
Limiting  Reimbursement  to  SNF  Rates  (tec.  958  of  the  bill) 

((Contained  in  S.  2062  as  originally  reported) 

Prttent  Lau 

Under  the  terms  of  a  reimbursement  experimentation  contract 
with  the  State  of  New  Jersey,  Medicaid  patients  who  need  skilled 
nursing  or  intermediate  care  facility  care,  but  who  are  waiting  in  a 
hospital  for  placement  in  a  nursing  home,  are  subject  to  different 
reimbursement  rules  than  those  who  need  acute  inpatient  hospital 
services.  If  the  Secretary  determines  that  the  hospital  has  no 
excess  beds,  and  if  there  are  no  excess  hospital  beds  in  the  hospi- 
tal's service  area,  the  reimbursement  for  patients  awaiting  nursing 
home  placement  is  set  at  the  hospital's  acute  care  rate;  otherwise. 
Medicaid  reimbursement  must  reflect  the  level  of  care  actually  re- 
ceived by  the  patient.  (A  similar  Medicare  statutory  provision 
which  would  make  this  policy  applicable  nationwide  has  not  yet 
been  implemented.) 
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The  application  of  this  policy  to  public  psychiatric  hoepita  8  in 
New  Jereev  has  created  a  problem  for  the  Stat*  and  some  of  it^  lo 
SiTi^eHuiri.  1984.  reimbursement  for  Medicaid  patients  m 
S^I^BcilinL  awaitinK  nursing  home  placement  will  no  longer  be 
aStTt^he  acTte Tre^^^^^^^  ^?ill  be  lo-vered  to.the  skiUed  nursing 
f^cihtv  rate  -ni?  will  result  in  a  sudden  drop  in  the  Medi(^d  re- 
[mburLment  rate  to  the  affected  facilities  by  as  much  aa  50  per- 
cent. 

Explanation  of  Provision 
The  provision  delays  until  July  1.  1985,  the  application  of  any  re- 
imbursement reductions  reouired  to  be  made  to  public  Psy  hi^tr  c 
hospitals  due  to  the  level  of  care  received  by  .^J^'^^'^.Pf H^^f^.^" 
such  hospital  The  provision  further  requires  that  o"^^^hird  of  the 

priate. 

Etttmated  Cost 


?\Mcal  yw.    J5 

\m  //zrzrz   10 

im'^'Z'ZZ  3 


  i2i 

i-yeer  total  


Effective  DaU 

Enactment. 

52.  Ortincation  of  Psychiatric  HosplUls  (sec.  959  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 
Pretent  Law 

Under  pre^nt  ..w.  P^yJ-'J^J^-P;!'  o'?"^!,^  J.'S'c^ll, 
the  Joint  C:ommiS8ion  on  the  Accj^'^^j"       Psvchiatric  units  of 

Kii™  Kiaid  pay^""  f°'  *e  car,  of  children. 

Explanation  of  Pnvision 

The  provision  permits  ^h-tric  h^^i^'-"^ 
of  general  ^oepitab  to  pa^i^^  -  M^^^^^  Servic^ 
rrf  ?ounJ  a^pTop^te^^rSffion  by  the  American  Osteopathic 
Association  or  the  JCAH. 

Effective  Date 

Enactment. 
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53.  Payments  to  Teaching  Physicians  (sec.  960  of  the  bill) 

((Contained  in  S.  2062  as  originally  reported) 
Preient  Law 

Under  a  provision  of  current  law,  which  has  not  yet  been  imple- 
mented, teaching  physicians  who  practice  primanly  in  teaching 
hospitals  may  be  paid  charges  for  their  services  to  Medicare  pa- 
tients if  charges  for  their  services  are  alao  billed  to  other  patients. 
The  level  of  charges  that  is  to  be  paid  by  Medicare  under  present 
law  is  to  be  based  on  the  amounts  charged  and  collected  for  non- 
Medicare  patients. 

Implementation  of  this  policy  could  result  in  large  payment  re- 
ductions, and  financial  problems,  for  some  teaching  hospitals  in 
States  which  have  very  low  Medicaid  payment  rates.  These  rates 
sometimes  represent  as  little  as  25  percent  of  the  area's  prevailing 
charges.  Their  use  in  calculating  Medicare  payment  levels  would 
reduce  Medicare  reimbursement  substantially. 

Explanation  of  Pnvlaion 

The  provision  provides  that  the  Medicare  reasonable  charge  for  a 
physician's  service  furnish^  in  a  teaching  hospital  may  not  be  leas 
than  75  percent  of  the  prevailing  charge  for  that  service  in  the  lo- 
cality. 

Effective  Dale 

Enactment. 

54.  Pacemaker  Reimbursement  Review  and  Refomi  (sec.  9€1  of 

the  bill) 

Preient  Law 

Chirrent  law  provides  for  the  physician  services  associated  with 
the  implantation  of  cardiac  pacemakers  «md  poet-implantation 
monitoring  of  these  devices  to  be  reimbursed  under  Part  B.  A 
number  of  criticisms  have  been  raised  concerning  current  Medicare 
policies  and  practices  relating  to  cardiac  pacemakers.  The  criti- 
cisms focus  on  the  frequency  of  trans-telephonic  monitoring  of 
pacemakers  and  physician  fees  for  the  implantation  of  pacemakers. 

&  2M2 

The  bill  would  have  required  the  Secretary  of  Health  and 
Human  Services  to  issue  revisions  by  February  i,  1984  to  the  cur- 
rent coverage  guidelines  on  the  frequency  of  trans-telephonic  moni- 
toring procedures  considered  to  be  reasonable  and  necessary.  The 
Secretary  is  now  reviewing  Medicare  policies  in  this  area.  As  a 
part  of  this  review,  the  American  (College  of  Cardiology,  the  Ameri- 
can Heart  Association,  the  American  Medical  Association,  and 
other  organizations  and  individuals  with  expertise  in  this  area  will 
provide  materials  to  the  Department.  It  was  anticipated  that  the 
February  1,  1984  date  provided  the  Department  the  necessary  time 
to  complete  its  analysis  and  issue  revised  guidelines. 
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The  provision  would  have  required  the  Secretary  to  review  and 
report  to  the  Congress  on  the  appropriateness  of  the  current  rate  of 
physician  reimbursement  for  services  associated  with  implantation 
and  replacement  of  pacemakers  and  pacemaker  leads.  In  conduct- 
ing this  review,  the  Secretary  was  to  take  into  account  the 
amounts  recognized  as  reasonable  with  respect  to  the  procedures 
and  the  time  and  difficulty  of  the  procedures  conipared  to  thoee 
charged  when  the  rates  were  first  established.  The  Committee  thus 
intended  that  the  Secretary  take  into  consideration  improvements 
in  pacemaker  implantation  and  reductions  in  the  time  required  for 
such  procedures  that  have  occurred  over  the  past  decade. 

The  provision  required  the  Secretary,  through  the  Commissioner 
of  the  Food  and  Drug  Administration  ^FDA),  to  provide  for  a  manu- 
facturer-beaed  registry  of  all  cardiac  pacemaker  devices  and  leads 
for  which  payments  may  be  made  under  Medicare.  The  bill  re- 
quired manufacturers  to  maintain  a  registry  on  its  devices  and 
leads  which  includes:  model  identification,  serial  number,  the  name 
of  the  recipient,  the  date  and  gecMxaphic  location  of  the  implanta- 
tion or  removal,  and  the  nsune  of  the  physician,  hospital  or  other 
provider.  The  registry  would  include  any  express  or  implied  war- 
ranties associated  with  the  device  and  any  other  information  which 
the  Secretary  deemed  appropriate.  The  rqnstry  would  be  readily 
acceeeible  to  duly  authorized  agents  of  the  Food  and  Drug  Adminis- 
tration. ... 

The  purpose  of  the  registry  was  to  assist  the  Secretary  in  deter- 
mining when  Medicare  payments  for  a  replacement  pacemaker 
may  properly  be  made,  in  determining  when  inspection  by  the  FDA 
may  be  necessary  for  purposes  of  review  and  testing  for  malfunc- 
tions of  pacemakers,  in  tracing  the  performance  of  cardiac  pace- 
maker devices  and  leads,  and  in  carrying  out  such  other  studies  as 
the  Secretary  determined  appropriate.  The  Secretary  was  Bpecifi- 
cally  prohibited  from  identifying  any  recipient  of  a  pacemaker  by 

"*The  Secretary  was  authorized  to  require,  by  regulation,  that  all 
patients  bearing  a  device  or  lead  for  which  Medicare  payment  was 
made  or  requested,  be  registered  with  the  manufacturer  of  the 
device  or  lead.  The  Secretary  could,  also,  by  regulation,  require 
that  any  device  or  lead  expfanted  from  any  such  patient  be  re- 
turned to  the  manufacturer  of  same.  Failure  to  return  an  explant- 
ed  device  or  lead  could  be  grounds  for  the  intermediary  to  deny 
payment  for  the  replacement  of  such  device  or  lead. 

The  Secretary  could  require  the  manufacturers  to  maintain  accu- 
rate records  and  report  annually  to  the  FDA  on  the  results  of  all 
returned  product  analyses  and  on  such  other  clinical  experiences 
a«  are  deemed  appropriate.  In  the  case  of  adverse  performance, 
manufacturers  would  be  required  to  provide  prompt  notification  to 

the  FDA.  .     ^.  ,    .  . 

The  bill  authorized  the  SecreUry  to  require  the  manufacturer  to 
teet  or  analyze  each  returned  cardiac  pacemaker  device  or  lead  and 
provide  the  test  results  to  the  institution  or  party  who  returned  it 
to  the  manufacturer  together  with  information  as  to  whether  or 
not  such  unit  qualifies  for  any  warranty  or  other  credit.  In  any 
case  where  the  Secretary  has  reason  to  believe  that  replacement  ol 
a  pacemaker  is  related  to  its  malfunction,  the  Secretary  could  re- 
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Modified  Pnpoial 

hyl'^e  rmtH^LTparf^f't  '^2'ZrT.-'^lTly  ^  ^ 

Effective  Date 

Enactment. 

Orrnnl^^i^'^"  Enrollment  Period  for  Health  MaJnt«nanc« 
Organizations  and  CompetltWe  Medical  Plans  (»ec  M^^Hhe  bill) 

(Contained  in  S.  2062  as  originally  reported) 

Pretent  Law 

open  enrollment  period  of  at  Iwwt  ^  hI^^  required  to  have  an 
Explanathn  of  ProvUlon 

capiJa  rate,  in  a  ma'j^n'^.Tjt^^uSTh'S  ^  "^^^  ""'^ 
nated  open  enro"™„t"riod  during  the  cTrdi- 
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sion.  The  Committee  intenda  that  the  Secretary  make  every  effort 
to  designate  open  enrollment  periods  for  different  areas  as  soon  as 
poesible  and  not  wait  until  the  second  or  third  year  of  this  period 
before  designating  open  enrollment  periods. 

Effettivt  DaU  [' 

Enactment. 

56.  Waivers  for  Social  Health  Maintenance  Organizations  (sec. 

963  of  the  bill) 

Prt$ent  Law  * 

Present  law  gives  the  Secretary  general  authority  to  conduct  ex- 
periments and  demonstrations.  While  the  Department  has  provided 
start-up  funding  for  four  demonstration  projecta  for  social  HMO's, 
operational  funding  has  not  been  provided. 

Explanation  of  ProvUion 

The  amendment  requires  the  Secretary  to  approve  certain  waiv- 
ers for  a  project  to  demonstrate  the  concept  of  a  social  HMO"  at 
four  sites  within  30  days  eSler  submission  of  a  waiver  request  or 
within  30  days  of  enactment,  whichever  date  is  earlier 

Effective  Date 

Enactment 

57.  Fundinf  for  PSRO  Review  (sec.  964  of  the  bUD 
;  Present  Law 

Since  1982,  the  PSRO  program  has  been  hampered  by  inadequate 
and  uncertain  funding.  In  order  to  avoid  these  problems  in  the 
future,  legislation  was  enacted  earlier  this  year  (P.L.  98-21)  which 

firovides  that  the  soon-to-be-established  PRO's  to  be  automatically 
unded  outside  the  appropriations  process. 

Under  this  1983  legislation,  the  Secretary  of  Health  and  Human 
Services  is  directed  to  pay  PRO's  amounts  determined  to  be  reason- 
able, but  not  less  than  tne  1982  funding  levels  (adjusted  for  infla- 
tion). 

Because  it  was  b>elieved  that  the  PRO  program  would  replace 
PSRO's  early  in  fiscal  year  1984,  this  special  authorization  was  not 
extended  to  the  expiring  PSRO's.  However,  delays  in  issuing  regu- 
lations for  the  new  PRO  program  have  made  it  necessary  to  contin- 
ue funding  PSRO's  well  into  fiscal  year  1984. 

It  now  appears  likely  that  the  PSRO  appropriation  will  not  be 
BufTicient  to  cover  the  coets  of  their  protracted  1984  operations. 

Explanation  of  Provision 

The  provision  would  permit  funding  of  PSRO's  out  of  the  part  A 
Trust  Fund,  making  funding  no  longer  subject  to  the  appropri- 
ations process.  In  addition,  two  dates  contained  in  the  PRO  legisla- 
tion would  be  moved  back  three  months  to  take  into  account  the 
delay  in  implementation. 
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r?,^^^  ^^"^^  hoepitalfl  are  required  to  have  an  agreement 
^  ''""'^  ^  changed  from  October  1,  1984,  to  January  1 
1985  The  date  on  which  Medicare  claims  processing  organiiationa 
can  first  qualify  as  PRO's  would  be  similarly  changed. 

Effective  Date 

May  1,  1984. 

/         ,1         58.  Other  Considerations 

Under  a  provision  of  the  1980  amendments,  small  rural  hoepitals 
are  allowed  to  temporarily  part.icipat«  in  Medicare  under  certain 
circumstances  even  though  they  are  unable  to  meet  the  Medicare 
requirement  that  they  provide  24-hour  nursing.  One  of  the  condi- 
tions  IS  that  the  hoepital's  lack  of  nursing  must  be  due  to  a  tempo- 
rary nurse  shortage  and  that  the  hospital  is  making  a  good  faith 
efTort  to  comply  with  the  program's  nursing  standards 

The  Committee  believes  that  in  asaeesing  the  hospital's  effort  to 
attract  personnel,  consideration  should  be  given  to  the  economic 
conditions  in  the  are.  in  which  the  hospital  is  located  and  the  com- 
mumties  ability  to  attract  and  pay  skilled  hospital  staff  and  pro- 
vide employment  for  ■  spouse.  Specifically,  factors  such  a.  rate  of 
unemployment,  relaUve  poverty  and  hardship  reciting  from  natu- 
^IghT      °''  ^^'^'^  dislocaUon  should  be  idantified  and  givep 

In  the  ca»s  of  a  facility  which  ftmctions  a^  a  sole  community  pro- 

*t*M  .l^T'^  ^  '"^^  ^  «  geographically  rirUe 
area,  care  shall  be  taken  to  ensure  that  hospiUl  eroergfjc^  »rv- 
ices  continue  to  be  accessible  to  area  residenta         '^'^'^  ^rY 
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B.  Income  Maintenance  ProvUlons 

Aid  to  FamilUt  With  Dtpendent  Chlldrtn  (AFDC)  ProvUlont 

1.  ParenU  and  Siblings  of  Dependent  Child  Included  In  AFDC 
Family  (sec.  971  of  the  bill) 

(Contained  in  S.  2062  as  originally  reported) 

Prttent  Laic 

There  is  no  requirement  in  present  law  that  parent*  and  all  sib- 
lings be  included  in  the  AFDC  filing  unit.  Families  applymg  for  as- 
Bifltance  may  exclude  from  the  filing  unit  certain  family  members 
who  have  income  which  might  reduce  the  family  benefit.  For  exam- 
ple a  family  might  chooee  to  exclude  a  child  who  is  receiving  social 
security  or  chUd  support  payments,  if  the  payment*  would  reduce 
the  family's  benefits  by  an  amount  greater  than  the  amount  pay- 
able on  behalf  of  the  child.  In  addition,  a  mother  who  is  a  minor  is 
excluded  if  she  is  supported  by  her  parent*.  However  if  she  has  no 
income  of  her  own  which  may  be  attributed  to  her  child,  the  child 
may  qualify  for  assistance  as  a  one-person  unit,  and  receive  propor- 
tionately more  in  assistance  than  it  would  receive  as  part  of  a  two- 
person  unit.  The  income  of  the  parents  of  the  minor  parent  is  not 
considered  in  determining  the  eligibility  of  the  child. 

Explanation  of  ProvUion 

The  provision  approved  by  the  Committee  would  require  States 
to  include  in  the  filing  unit  the  parent*  and  all  dependent  minor 
siblings  (except  SSI  recipient*  and  any  stepbrothers  and  Btfjf  f  *;^™ 
livin/with  a  child  who  applies  for  or  receives  AFDC.  In  addition  if 
a  mirior  who  is  living  in  t>ie  same  home  as  his  parents  applies  for 
aid  as  the  parent  of  a  needy  child,  the  income  of  the  minor  s  par- 
ent* would  ^  counted  as  available  to  the  filing  unit.  The  rule*  that 
would  be  used  in  determining  the  amount  of  available  income 
would  be  the  same  as  are  currently  used  in  counting  the  income  ot 

"^ffi^hange  will  end  the  present  practice  whereby  ffnulies  ex- 
clude members  with  income  in  order  to  maximize  familv  benefits, 
and  will  ensure  that  the  income  of  farnily  members  who  live  t<> 
gether  and  share  expense*  is  recognized  and  counted  as  available 
to  the  family  a*  a  whole.  A  similar  provision  was  approved  by  the 
S^mmitt^  last  year,  but  was  dropped  in  conference  with  the 
House. 

EffecHvt  Date 


April  1.  1984. 


(980) 
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Eitimated  Savlngt 


Fiscal  year:  WiI/kxh 

1984   W5 

1985  -   135 

1986   HO 

1987    145 


4  year  total   $455 


2.  Households  Headed  by  Minor  Parents  (sec.  972  of  the  bill) 

((Contained  in  S.  2062  as  originally  reported) 
Pretent  Law 

A  minor  parent  who  has  a  child,  and  who  leaves  home,  may  es- 
tablish her  own  household  and  claim  AFDC  as  a  separate  family 
unit.  The  income  of  the  parent*  of  the  minor  parent  is  not  auto- 
matically counted  as  available  to  the  minor  parent,  because  they 
are  not  sharing  the  household. 

Explanation  of  ProvUion 

In  the  case  of  a  minor  parent  who  is  not  and  ha*  never  been 
married,  AFDC  may  be  provided  only  if  the  minor  p)arent  reside* 
with  her  parent  or  legal  guardian,  unless  the  State  agency  deter- 
mines that  (1)  the  minor  parent  has  no  parent  or  legal  guardian 
who  is  living  and  whose  whereabouts  are  known,  (2)  the  health  and 
safety  of  the  minor  parent  or  the  dependent  child  would  be  eerious- 
ly  jeopardized  if  she  lived  in  the  same  residence  with  the  parent  or 
legal  guardian,  or  (3)  the  minor  parent  has  lived  apfirt  from  the 
parent  or  legal  guardian  for  a  period  of  at  least  one  year  prior  to 
the  birth  of  the  child,  or  before  claiming  aid,  whichever  is  later. 
The  State  agency  would  be  given  authority  to  make  payments  to  a 
protective  payee  with  respect  to  a  minor  parent  affected  by  the  pro- 
vision, until  the  individual  is  no  longer  considered  a  minor  by  the 
State. 

The  (Committee  approved  a  similar  proviaion  Laat  year,  but  it  was 
dropped  in  conference  with  the  House. 

Efftrtioe  Date 

April  1,  1984. 

E$timated  Saolngs 


Fiscal  year  MiUtcm 

1984   $5 

1985   20 

1986   20 

1987   20 


4-year  total   $65 
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3.  Clarification  of  Earned  Income  Provisions  (sec.  973  of  the  bill) 
(Contained  in  S.  2062  as  originally  reported) 
Prt$ent  Law 

The  AFDC  statute  was  amended  in  1981  to  change  the  way  in 
which  earned  income  is  counted  for  purposes  of  determining  eligi- 
bility and  benefit  amounts.  As  amended  by  Public  Law  97-35,  the 
law  currently  requires  the  States  to  disregard  the  following 
amounts  of  a  family's  earned  income — 

Eligibility  Determination:  (1)  the  first  $75  of  monthly  earnings 
for  full  time  employment;  and  (2)  the  cost  of  care  for  a  child  or  in- 
capacitated adult,  up  to  $160  per  child  per  month. 

Benefit  C^culation:  (1)  the  first  $75  of  monthly  earnings  for  full 
time  employment;  (2)  child  care  coets  up  to  $160  per  child  per 
month;  and  (3)  $30  plus  one-third  of  earnings  not  previously  disre- 
garded. 

The  $30  plus  one-third  disregard  is  allowed  only  during  the  first 
4  consecutive  months  in  which  a  recipient  has  earnings  in  excess  of 
the  standard  work  expense  and  child  care  disregards. 

Courts  in  several  States  have  been  asked  to  interpret  whether 
the  term  "earned  income"  refers  to  the  groes  amount  earned  by  an 
individual  before  deductons  are  taken  (for  income  taxes,  insurance, 
FICA,  support  payments,  or  other  items,  regardless  of  whether  the 
deduction  is  voluntary  or  involuntary),  or  whether  the  term  refers 
to  net  income,  after  such  deductions  are  taken.  Regulations  issued 
by  the  Department  of  Health  and  Human  Services  require  that  the 
term  be  interpreted  as  referring  to  groes  income.  However,  courts 
in  two  States  have  ruled  that  the  term  must  be  interpreted  as  re- 
ferring to  net  income. 

Explanation  of  ProoUlon 

The  statute  would  be  amended  to  make  clear  that  the  term 
"earned  income"  means  the  groes  amount  of  earnings,  prior  to  the 
taking  of  payroll  or  other  deductions.  The  provisions  in  the  AFDC 
statute  which  require  that  specified  amounts  of  earned  income  be 
disregarded  in  determining  eligibility  and  benefits  have  historically 
been  interpreted  as  requiring  that  such  amounts  be  deducted  from 
grow,  rather  than  net,  earnings. 

The  Committee  agrees  with  the  Department  that  there  was  no 
intention  to  change  this  interpretation  when  it  approved  the  1981 
AFDC  amendments.  The  Committee  notes  that  when  the  Cox\gre»- 
■ional  Budget  Office  estimated  the  savings  expected  to  be  derived 
from  the  changes  in  1981,  it  followed  the  interpretation  shared  by 
the  Department  and  the  Committee  that  the  proposed  disregards 
would  apply  to  groes  earnings. 

Effecttve  DaU 

Enactment. 
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Estimated  Savings 


Fiacal  year: 

I96<    U.lfum, 

1985     $8 

1986     24 

1987     24 


4-year  total  

  f80 


4.  CWEP  Work  for  Federal  Agencies  Permitted  (sec.  974  of  the 

bill) 

(Contained  in  S.  2062  as  originally  reported) 
Present  Law 

Explanation  of  Pnvition 
tio?rn?™rr"''^  ^  to  make  clear  that  the  participa- 

tute  Federal  employment  «nH  fhl  qI  .  ^  considered  to  consti- 
to  provide  appSrworkel'  r^m^^  T"'^  ^  ^"^-^ 

tection  toeacE  ^^rtTcipaT        ^"^P^'^^ion  and  tort  claims  pn> 

Effectioe  DaU 

Enactment. 

Estimated  Savings 

No  budget  effect. 

5.  Earned  Income  of  Full-Tlme  Students  (wc.  975  of  the  bill) 

(ConUined  in  S.  2062  as  originally  reported) 
Present  Law 

disregar<UI  at  or  Sow  '^t""'  application  of  any 

Services  may  provide  in  regulations^   ^      ^'^^  ^""^ 
Explanation  of  Provision 
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the  income  of  an  AFDC  child  who  is  a  full-time  student,  under  the 
game  limitations  with  reepect  to  amounta  and  periods  of  time  as 
are  applied  in  the  case  of  youths  who  participate  in  a  program 
under  the  Job  Training  Partnership  Act. 

Effective  DaU 

Enactment. 

EtOmated  Co»t$ 

Negligible. 

Supplemental  SecuHtv  Income  (SSI)  ProoUlons 

1.  A(Uustin«nta  In  SSI  Btneflts  on  Account  of  Retroactive  BenefltJ 
Under  Title  II  (»ec.  976  of  the  bill) 

(Contained  in  8.  2062  as  originally  reported) 

Pre$ent  Law 

Legislation  was  enacted  in  1980  (P.L.  96-265)  aimed  at  ensuring 
that  an  individual's  entitlement  under  the  Old-Age.  Survivors,  and 
Disability  Insurance  (OASDI)  and  Supplemental  Security  Income 
(SSD  programs  would  not  reeult  in  windfall  benefits.  Under  this 
legislation,  OASDI  benefits  that  are  paid  retroactively  following 
the  initial  determination  of  eligibility,  are  reduced  by  the  amount 
of  any  excees  SSI  benefits  that  are  paid  because  the  OASDI  bene- 
fits have  been  received  in  a  lump  sum  rather  than  m  the  months 
when  regularly  payable. 

Explanation  of  Procltlon 

The  Committee  provision  would  amend  the  prceent  requirement 
to  allow  the  adjustment  of  benefits  in  additional  situations.  I-^ret, 
in  the  case  where  retroactive  OASDI  benefits  are  paid  before  the 
SSI  benefits,  but  for  the  same  period,  the  retroactive  SSI  amount 
otherwise  payable  would  be  reduced  by  the  amount  that  would  not 
have  been  paid  had  OASDI  been  paid  when  regularly  due^  Second 
the  provision  would  allow  for  an  adjustment  of  SSI  and  OAhUl 
benefits  which  result  from  either  an  initial  determination  of  eligi- 
biUty  or  a  reeumption  of  payments  following  a  penod  of  suspension 
or  termination  of  those  benefits.  In  cases  where  retroactive  OAhUl 
benefits  reeult  from  poeteligibUity  events,  such  as  earnings  recom- 
putaUons.  the  Secretary  would  be  authorized  to  ac^ust  those  bene- 
fits when  it  is  administratively  feasible^  »   .v,  K^„„nf 
Finally  present  law  would  be  amended  to  coordinate  the  benetit 
adjustment  provision  with  the  SSI  retrospective  accounting  system. 
Under  present  law.  it  is  possible  that  the  twc^month  >^  "'""^ 
ing  OASDI  income  for  purposes  of  determining  the  SSI  benetit 
amount  can  result  in  adjiistment  for  lees  than  the  full  retroactive 
period.  The  proposed  change  would  make  it  possible  to  a(^just  bene- 
fits paid  for  the  entire  retroactive  period. 
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Effective  Date 

Applicable  to  retroactive  benefits  (either  OASDI  or  SSI)  oavablp 
beginnmg  7  months  after  enactment.  payable 

E$timated  Savingi 


¥iaca\  year 

1984    J/iHioM 

1985     0 

1986     $12 

1987     17 

  18 


<-year  total  

  W 


Child  Support  Enforcement  (CSE)  ProvUions 
Ref^latory  Inltlatire  on  Medical  Support  (sec.  977  of  (he  bill) 

(Contained  in  S.  2062  as  originally  reported) 
Pre$ent  Law 

The  Child  Support  Enforcement  (CSE)  program  is  a  Federal  St^t- 
partnership  under  which  Sutes  arp  r*J,,i~^  7^  k  '^®<^^'^a'-«wte 

Explanation  of  Provl$ioru 

the  availability  of  hfalth  i^sTan^:  ^vfr^^^e'  °" 

Effective  DaU 

Enactment. 


C.  Social  Security  ProvUlons 


1  Soeclal  Social  Security  Treatment  for  Church  Employees  (sec 
98rof  thVbm.^8.  1402.  and  3121  of  the  Code,  and  sees.  210 
and  211  of  the  Social  Security  Act) 

Prttent  Law 

PICA  and  $elf-tmpU>yment  taxe$ 

The  Federal  Insurance  Contributions  Act  (FICA)  impoees  8epa_ 
rate  taxas  on  employen  and  employees  equal  to  a  percentage  of 

n  ?.llv  for  KcreasM  in  average  wages.  «  imposed  on  the  amounl  of 
LTa^^^S^reMBe^eiri^^^^^^ 

^F?r  aelf^mployed  individuals,  a  tax  in  imposed  on^^l^^'^V^oy- 

lowea  «  i^L^I^ J  •  i9g4)  xhuB.  the  net  rate  of  SECA  tax  ifl 
mcome  (2.7  percent       i^*^'    '""f'j^pA  -„ti»  Thereafter,  se  f-em- 

'<^Txlr!^ noisily  which  (together  w,th  wag^)  ex- 

S^the  t^x  K  additionally,  the  tax  do^  not  aoply  .f  self- 

ploVr  of  fo^^i^govemment.  and^ternat^nal  organ^t.ons.  as 
^If-employed  for  purposes  of  social  security  taxes. 

^r'^r.L^tlr^ut/Alna.enU  of  ,983  .P,L,  98  2„. 
r^e"<55e  °wi;^Ste^'     '^^SZ^^y  only  if  the  organt^tion 
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waived  (or  was  deemed  to  have  waived)  ita  exemption  from  social 
security  taxation.  Organizations  for  whom  coverage  had  be^  in 
effect  for  at  least  8  yeara  were  entitled  to  terminal!  cover agTupc^n 
2  years  advance  notice  to  the  Treasury  Department.  ^ 

Ihe  Social  Security  Amendments  of  1983  extend  mandatory 
social  security  coverage  to  employees  of  nonprofit  organizations  (iS^ 
eluding  religious  organizations),  effective  January  1  1984  This  cov 
erage  applies  to  employees  of  organizations  which  previously  termi- 
ni^ ^^Z^'^^  '^T"  ^  ^  employees  of  organizations  which  had 
«n  .m^"  'T'^  ^""''^y  Aa  unler  prior  law.  wages  of 

^urTtv  fJ^t;.  «nH 'k!'T.P'  "--K^^i^^i?"  «re  excluded  from  !^ia 
security  for  tax  and  benefit  purpoeea  if  lesa  than  $100  la  paid  to  the 
employee  in  a  calendar  year. 

Ministers    and   certain    members   of  religious    orders -Under 
present  law.  employees  who  are  ministers  of  a  churchfn  the  exer 
of  their  ministry  or  members  of  religious  ordera  (other  than 
m^P^  h  "t'^'  ]^  "  P^^^'^y^      ^he  exercis^of  dut 

quired  by  the  order  are  treated  as  self^mployed  individual  f^ 
purposes  of  sooal  security  taxes.  Such  individuals  who  are  afnaci- 
t.on  in  i'nTl^^"'^  "^''^"^  principles,  oppoeed  to  p^S^- 
tion  in  a  pub  he  insurance  system  may  elect  to  be^exempt  iromS- 
employment  taxes  and  credit  under  social  security  (on  Kriin^  for 
services  as  ministers  or  members  of  religious  orders)  hTS  an 
u-revocable  one-time  application  to  that  effect  within  two  yea™  of 
beginning  their  ministry.  The  treatment  of  miniatera  and  n^eX™ 

by  rhe^;?S3  ^eTdre^nl^"'^^  ^  ^ 

Reaiona  for  Change 
The  Committee  remains  committed  to  the  policy  of  the  1983 
amendments  in  extending  mandatory  social  sJ^urity  coverage  S 
employees  of  nonprofit  organizations.  Such  employed  are  thfrebv 
Ze'?ror'^"T  disability.  andTospTta^  irTr^ 

Z\l  °f  security.  In  addition,  the  problem  of  wind- 

wiii  ll  r^"^Jf  T^'^n'^  ^'^^  P^"'^^  of  covered  empbyment 

nrlli  ^^l^^  Committee  is  aware,  however,  of  the  swdal 
problems  which  arise  when  a  Federal  Ux  (i.e..  the  e^ploye' s  K 
of  FICA  Uxes)  is  imposed  directly  upon  a  religious  orRan^U^? 
Mandatory  taxation  of  a  religious  o!?anization^  inevSly^abS, 
fv  ^p"?/T''^'"?  «^P«ration  of  church  and  state.  Additlo^S^ 
K  f  ' °"r°^  amounts  contributed  to  a  church  may  su^t 
il^StVLZ'r"'''''  -  relaUorihi^T^ 

The  Committee  bill  attempts  to  resolve  these  concerns  while 
maintaining  mandatory  social  security  coverage  for  emX-JL  of 
religious  organizations  and  while  continuing  to  provid^^Squirbt 
tween  employees  of  religious  organizations  Ind  other  non^mS 
f^nf^  ""'^^  churches  and  certain  chSrchion- 

trolled  organizations  to  make  a  one-time  election  to  treat  th^irTm- 
Payees  s.milarlyto  self-employed  individuals  for  purJSes  of  S 

^n«"  I  'tf'f  *^  ""^'t*^  church^ea^orgS 

tions  which  state  that  they  are  opposed  for  religious  reaaon^to  Sfe 
payment  of  social  security  taxes.  ifTchurch  elSts  sudXltment 
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mental  sources.  However,  where  an  organization  satisfies  both 
tests,  the  organization  would  not  be  eligiole  to  make  an  election 
The  Committee  specifically  intends  that  church-run  universities 
(other  than  religious  seminaries)  and  hospitals  which  satisfy  both 
tests  will  not  be  eligible  to  make  an  election.  Auxiliary  organiza- 
tioriB  of  a  church  (including  youth  groups,  women's  auxiliaries,  etc.) 
will  generally  satisfy  neither  of  the  Committee's  tests  and  will  thus 
be  eligibile  to  make  an  election.  Similarly,  church  pension  boards 
or  fund-raiaing  organizations  generally  would  qualify  to  make  an 
election. 

Information  reporting  requirement 

An  organiiation  electing  to  exclude  services  for  FICA  purposes 
nonethelees  continues  to  be  required  to  furnish  relevant  mforma- 
tion  required  of  employers  subject  to  income  tax  withholding  (sec. 
6051).  This  includes  information  with  respect  to  the  identity  of  em- 
ployees and  the  amount  of  wages  paid  to  each  employee.  The  elec- 
tion will  be  permanently  revoked  oy  the  Treasury  if  the  organiza- 
tion fails  to  provide  such  information  for  a  period  of  two  years  or 
more  and,  upon  request  by  the  Treasury  Department,  fails  to  fur- 
nish previously  unfurnished  information  for  the  period  covered  by 
the  election.  Tne  revocation  will  apply  back  to  the  first  year  of  the 
two  ^year  pjeriod  for  which  there  was  a  failure  to  furnish  such  infor- 
mation. 

Amount  of  remuneration  tuhject  to  SEC  A  taxet 

The  remuneration  on  which  the  employee  of  an  electing  institu- 
tion is  to  be  liable  for  SECA  Lax  generally  is  to  be  the  same  as  the 
amount  which  would  have  been  subject  to  FICA  Lax  if  that  individ- 
ual had  continued  to  be  treated  as  an  employee.  Thus,  business  ex- 
penses are  not  to  be  subtracted  in  computing  self-employment 
income  (reimbursed  businebs  expenses  are  not  to  be  inclu  ded  in 
self-employtnent  income,  however),  the  $400  threshold  on  self-em- 
ployment-mcorae  does  not  apply,  and  a  $100  threshold  is  to  apply 
in  aetermining  whether  this  remuneration  is  subject  to  SEX^A  Lax. 
However,  after  1989  these  individuals  will  be  eligible  for  a  deduc- 
tion, in  computing  SECA  taxes,  for  the  product  of  net  earnings 
from  self-employment  and  one-heilf  of  the  SECA  rate. 

Refunds  of  tasea  preciously  paid 

Where  a  church  or  church-controlled  organization  makes  an  elec- 
tion with  respect  to  FICA  taxes,  and  the  electing  organization  has 
paid  FICA  taxes  for  services  performed  after  E)ecember  31,  19B3, 
which  are  covered  by  the  election,  the  Treasury  is  required  to 
refund  such  taxes  (without  interest)  to  the  electing  organization. 
Such  refund  is  to  be  conditioned  upon  the  electing  organization 
agreeing  to  pay  to  each  present  or  former  employee  that  portion  of 
tne  refund  which  is  attributable  to  the  employee  portion  of  FICA 
taxes  collected  by  the  organization  from  such  employee.  The  em- 
ployee will  then  not  be  entitled  to  any  other  refund  for  such  taxes. 

Estimated  taxes 

Elmployees  of  electing  institutions  generally  will  be  required  to 
make  estimated  Lax  payments  with  respect  to  their  SEXi^IA  liability. 
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made  betoreX  H^st^It'^^ortK  ny'dTyrafS;  Jt^^-P'r  ^ 

Srrm-adl  ''''  ^'^^^  wW^ec^I- J« 

Effective  DaU 

^^This^provision  is  effective  for  services  performed  after  December 
Revenue  Effect 

19HlrmlErn''l^  by  $50  miUion  in 

million  in  1988,  and  $3  million  in  Sg         '  ^'^ 

''^^I'rei'b^^'il^^^^^^^  ^""""^-^  Not 

bill)  service  Retirement  System  (sec.  982  of  the 

Present  Law 

The  Social  Security  Amendments  of  1983  (P I  QS  9n  *  j 
social  secur  ty  coverai?P  t/i  n«i^iw  V,-  j  i  ,  -  ^  ^o-^l)  extend 
ees  and  to  thosTSative  hrl^.h  egislative  branch  employ- 
by  the  Civil  ^ice^S  renient  sJ«^^^  "^-^'^^  '^""^^ 
1983.  Current  legislaVTve  b^nch  eS  '^^^ December  31. 
Bocial  security  coverZ  ma"nUin  "^^"".  "^  """^P^  f™'" 
break  in  Federal  ser^^fe  pmi?d^  the  hr.^f'"'!^'""  u"^""  ^''^  « 

Due  to  a  drafting  overei^ht   Sillr  ^65  days, 

participating  in  cil^  Si'^"'^^'^  ^'^'^  employees  who.  by 
rity  on  December  31  iq^wJn  K.""  exemption  from  social  s^u^ 
bel^overed  by"n1[the;  reui^rnrs^;;,^"''^ 

Explanation  of  Provision 

exemption  from  social  aecurif v  l^^-^  i the 
refund  of  CSRS  co^Xt^ns  wm.IH  IL'^''",!^,  ^'^'^^  ^  ^ake  a 
security  on  a  ma^JlC'rJ'Z  s  s?n^  ^ip^fTS/"'r!.^ 
tates  a  break  in  service  and  theT.r,«^f  / },  '^'^""^  neceeei- 
of  participation  und^r  CSRS  iZ^TT^T  '."^  '^^^  temporarily) 
the  legisl^iveYanch'  ^r'?ny"Slt"tiTfirr'''°^7^ 
covered  by  social  security  upon  return  ^F^^^o?  "^f^  ^"''^  ^ 
.f  they  elected  to  receive'a  ^Su"nTS'&^':^nTriL^Tot'"'"' 

Effective  Date 

sec^rit^-^b^tTt-st^:^^"^^,^^^^^^^  Bociai 
this  amendment  would  be  wrmittedqn  %^  of  enactment  of 

actment  in  which  to  rinn)lfin  (^^^.^^  '^^^  "^"^ 
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Revenue  Effect 
ThiB  provision  will  have  a  negligible  revenue  effect. 

8  Employe*,  of  Nonprofit  Orfanlzatlons  Who  Are  R*^,"';^  ^ 
pSklpate  In  the  CWll  Service  Retirement  SysUm  (»ec.  983  of 
the  bill) 

Present  Law 

Contribation  Temporary  A^jufltment  Act. 

Explanation  of  Provision 

more  than  865  days. 

Effective  DaU 

EfTective  with  respect  to  Bervice  performed  on  or  after  January  1. 
1984. 

Revenue  Effect 

This  provision  will  have  a  negligible  revenue  effect. 


D.  Grace  Commisaion  Provlsiong 


1.  Income  and  Elifibility  Verirication  Procedures  (sec.  991  of  the 

bill) 

Present  Law 

Wage  data  is  used  by  the  Social  Sectirity  Administration  and  the 
Department  of  Agriculture  for  use  in  verifying  eligibility  for  the 
AFDC,  SSI  and  food  stamp  programs.  The  SSI  program  annually 
croeachecks  data  supplied  by  beneficiaries  with  the  IRS/SSA  data. 
State  and  local  welfare  agencies  must  request  this  data  for  use  in 
verifying  AFDC  eligibility,  unless  quarterly  wage  data  are  availa- 
ble from  their  State  unemployment  compensation  agencies;  42  ju- 
risdictions collect  wage  data  on  a  quarterly  basis  through  their  un- 
employment msurance  (UI)  programs,  and  three'  other  States 
obtain  this  data  through  means  other  than  the  UI  system. 

Explanation  »f  Provision 

The  provision  would  authorize  and  require  the  Internal  Revenue 
Service  and  SSA  to  make  available  to  Federal  and  State  agencies 
data  on  earned  and  unearned  income  for  use  in  administering 
means-tested  Federal  benefit  programs.  This  data  may  be  used  only 
for  the  purpose  of  verifying  eligibility  for  the  programs.  Agencies 
receiving  data  would  be  subject  to  the  restrictions  on  unautnorixed 
disclosure  of  confidential  information  that  are  currentlv  applicable/ 
The  Committee  anticipates  that  data  would  be  provided  to  agencies 
by  means  of  low-coet  computer  exchange  of  information. 

The  provision  prescribes  a  new  income  verification  system  under 
title  XI  of  the  Social  Security  Act.  Under  this  system:  (1)  all 
beneficiaries  must  provide  social  security  numbers;  (2)  programs 
must  obtain  and  utilize  for  verification  purposes,  earned  and  un- 
earned income  data  provided  to  the  Secretary  of  HHS  by  the  IRS 
and  SSA;  (3)  each  State  must  maintain  a  system  under  which  em- 
ployers make  quarterly  wage  reports  to  a  State  agency  (the  quar- 
terly wage  system  may,  but  need  not  be,  a  part  of  the  State's  un- 
employment insurance  system);  (4)  the  State  must  use  wage  report 
information  for  purposes  of  verifying  it*  eligibility  requirements  for 
any  program. 

The  quarterly  wage  reporting  requirement  does  not  mandate  a 
State  to  collect  data  through  its  unemployment  insurance  program, 
nor  would  any  State  be  required  to  change  its  UI  system  to  comply 
with  the  amendment.  Further,  no  State  now  collecting  quarterly 
wage  information  through  the  UI  system,  or  by  any  other  means, 
would  be  required  to  alter  its  existing  wage  reporting  format  or  the 
extent  of  its  coverage  so  long  as  an  existing  system  is  reasonably 
comprehensive. 
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States  which  do  not  have  quarterly  wage  reporting  systems 
would  have  the  option  of  developing  such  systems  either  within 
their  unemployment  compensation  programs  or  elsewhere  in  State 
government.  If  States  use  the  unemployment  program  to  operate 
the  wage  reporting  system,  its  costs  would  be  reimbursable  as  an 
unemployment  administrative  expense  on  the  same  basis  and 
under  the  same  conditions  as  now  apply  to  those  40  States  which 
currently  use  wage  reporting  for  the  unemployment  program. 
(However,  the  amendment  requires  that  other  programs  utilizing 
the  data  make  appropriate  payments  for  the  costs  involved  in  pro- 
viding information.  If  a  State  elects  to  establish  a  wage  reporting 
syHtem  in  a  manner  which  would  not,  under  existing  rules,  qualify 
for  reimbursement  as  an  unemployment  insurance  program  cost, 
the  co«t8  of  the  wage  reporting  system  would  be  appropriately 
shared  amon^  all  thoee  programs  required  by  the  amendment  to 
u«e  the  information  it  provides  and  among  any  other  programs  for 
which  the  State  uses  the  system. 

The  provision  also  reauiree  State  agencies  to  adopt,  to  the  extent 
poraible,  a  standardiied  format  and  procedures  for  administering 
benefit  programs  to  allow  exchange  of  information  between  agen- 
cies autnonzed  to  receive  this  data  for  purposes  of  verifying  eligi- 
bility. Procedures  must  be  implemented  to  target  the  use  of  this  in- 
formation in  thoee  ways  which  are  most  likely  to  be  productive  in 
identifying  and  preventing  ineligibility. 

EffecHoe  Date 

IRS  is  authorized  to  disclcee  unearned  income  data  on  the  date  of 
enactment,  and  is  required  to  disclose  such  data  as  soon  as  is  prac- 
ticable to  implement  diflclosure  agreements  including  required  safe- 
guard reviews.  The  requirement  to  implement  an  income  verifica- 
tioo  system  under  Title  XI  will  be  effective  on  April  1,  1985.  How- 
ever, the  Secretary  of  HHS  (Secretary  of  Labor,  in  the  case  of  quar- 
terly wage  reportmg)  is  authorized  to  grant  a  reasonable  extension 
of  time  (m  no  event  beyond  October  1,  1986).  Such  extensions  may 
be  granted  only  when  States  adopt  a  good  faith  plan  to  achieve  full 
implementation  of  the  requirements  no  later  than  October  1,  1986. 

Eitimated  Savingt 

Kmc»J  year  -  i/iUw« 

laftT:  -   0 

xm,   -f^i 

1986   300 

1987   391 

4-ye«r  total  

2.  Collection  and  Deposit  of  Payments  to  Executive  Agencies  (sec. 
992  of  the  bill) 

Freaent  Law 

The  Department  of  Treasury  has  introduced  the  Treasury  Feder- 
al Communications  System  (TTCS)  and  lockboxsystems  to  provide 
for  accelerated  deposit  of  Federal  receipts.  (TFCS  enables  the  Fed- 
eral Government  to  effect  immediate  fund  withdrawals  by  electron- 
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P-l'r::nZ-rn^^^  of  F^era/ 

and  nontaxrwercol  e^tl  b?T^     federal  receipta  (both 
through  lockboxes  There  r^1[n8  hIS?'  ""'^  '''"i^"* 
lion  in  annual  nontax  r^iX  tha^ar^  rlin^TJ'r^'*'^  f'''- 
than  accelerated  deposit  collected  by  means  other 

Explanation  of  Provision 

Under  this  provision,  the  Secretarv  nf  t 

which  funds  collected  by  or  for  Fedf^«l  ^  ^'^""^  ^'^^in 

for  credit  in  the  Treasury  s  acco^r  i^^H'^f '""'L  ^.  ^^^^ 
generally  reduces  from  30  days  t^  thri  H  '«^'at.on 
for  timely  deposit  of  funds  K  c^s^^nfT  ^^,f  «^,'"tory  period 

preauthorized  automatic       hd^wZ  for  n^^"'^"'' 
porate-to<orporate  AutomfltJ^  '""^^""-ing  paymenta,  cor- 

home  bankinV^  Howeve^^^n^  T"*^  Poi"t^f-Sale  and 

become  available,7he  TrelZ^ mechanisms 
by  agencies.  treasury  is  authorized  to  require  their  use 

^^^^'^^^^^^^^^^  collection  and 

;ng  with  the  regulations  w.M  L  ^^^7.  """P'^' 
the  general  fund  of  noncom^l^^^  nff  "^^  ^""t^  ^  ^oet 
t^ry.  Any  such  charges  wiH  hi  nfL.^J^^'""''"^  ^he  Secr^ 
Management  Improvement^  F^nd  tTbf^ J!] "^r  '  ^ash 
.mplementingca^h  management  initktWes  '  developing  and 

Effective  Date 

the  accelerated  depoeit  systems  '        '"iP'ementation  of 

Eitimated  Savingt 


Piacal  year 

1984   

1985     "'"•^^ 

1986  ZZZZZ  "''ZZ'"  0 

'^^"^  ZZZ'ZZ  •  1800 

  800 


<-year  total    

  $1,600 


996 


3.  Collection  of  Nontax  DehU  Owed  to  Federal  Agencieg  (gee.  993 

of  the  bill) 

Preient  Law 

Under  Bection  6402,  the  Secretary  may  credit  the  amount  of  any 
overpkayment  of  tax  in  one  year  (including  any  interest  thereon) 
against  any  liability  in  respiect  of  an  internal  revenue  tax  for  the 
same  taxpayer  for  another  year.  Overpayment  of  income  taxes  can 
be  credited  against  any  taxes  due  from  the  taxpayer,  including 
stamp,  excise  or  employment  tax,  and  any  interest,  additional 
amount,  addition  to  the  tax  or  assessable  penalty.  When  a  debt  to 
the  United  States  has  been  reduced  to  judgment,  or  when  a  taxpay- 
er is  in  bankruptcy,  the  IRS  may  offset  the  taxpayer's  refund  by 
the  amount  of  the  debt.  There  is,  however,  no  clear  authority  to 
offBet  administratively  refunds  prior  to  when  the  taxpayer's  obliga- 
tion has  not  been  adjudicated. 

Beginning  with  tax  returns  filed  in  1982,  tax  refunds  due  taxpay- 
ers who  are  delinquent  in  making  child  and  spousal  support  pay- 
ments must  be  applied  against  past-due  support  obligations  if  (1) 
the  person  designated  to  receive  the  support  is  receiving  Aid  to 
Fsuniliee  with  Dependent  (Children  from  a  State  welfare  agency  and 
the  State  has  received  that  person's  assignment  of  the  support  obli- 
gation; (2)  the  State  has  made  a  reasonable  effort  to  collect  the  sup- 
port; (3)  the  amount  of  past-due  support  is  at  least  $150;  (4)  the  sup- 
port has  been  delinquent  for  at  least  3  months;  and  (5)  none  of  the 
past-due  support  has  been  received  by  the  IRS  through  the  State 
agency's  notification  to  the  Department  of  Health  and  Human 
Services. 

Explanation  of  ProvUlon 

The  provision  amends  section  6402  to  provide  that  the  amount  of 
any  refund  of  internal  revenue  taxes  would  be  reduced  by  the 
amount  of  any  certified  debt  owed  to  the  Federal  government.  The 
agency  responsible  for  collecting  the  debt  must  certify  to  the  Treas- 
ury that  specific  attempts  to  notify  debtors  have  been  made,  as  re- 

3uired  in  regulations  to  be  issued  by  the  Secretary,  and  that  the 
ebtor  has  not  disputed  the  nature  or  the  amount  of  the  debt  (or 
any  dispute  has  been  resolved  by  agreement  between  both  the 
debtor  and  the  agency),  has  not  begun  to  repay  the  debt,  and  exhib- 
its no  reasonable  intention  to  repay  the  debt  The  agency  must 
have  entered  into  an  agreement  with  the  Secretary  providing  for 
the  transmission  of  certified  debt  information  to  the  Secretary 
before  transmission  occurs. 

The  Secretary  is  given  the  authority  to  prescribe  the  terms  of 
agreements  with  other  agencies.  The  Secretary  will  prescribe  the 
format  in  which  the  information  must  be  transmitted.  In  addition, 
the  Secretary  is  authorized  to  test  the  offset  procedures  with  select- 
e<d  programs  at  first,  before  fully  implementing  the  program.  The 
Secretary  is  authorized  to  discloee  the  amount  of  the  refund  being 
offset  against  the  debt  to  the  Federal  agency  for  the  purpose  of, 
and  only  to  the  extent  necessary  in,  administering  this  ofTset  proce- 
dure. Disclosure  would  be  required  to  be  in  the  same  manner  and 
with  the  same  safeguards  as  when  disclosure  is  made  to  a  State. 
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Effective  Date 

provide  ,„  „pp„„„„,„  con^  ^  IZ'J't^^tr^t^. 

E$tlmated  Savlng$ 


Fiscal  year- 

1985     "•"'^r, 

1986  "zzz;z';;  ""zz  0 

'98''   $300 

  600 


<-year  toUl   .   . 

  1800 


E.  Cover  Over  of  Certain  Federal  Excise  Taxes 


1.  Clarincallon  of  Definition  of  Articles  Produced  in  Puerto  Rico 
or  the  Virgin  Islands  (sec.  996  of  the  bill) 

Present  Law 

Present  law  imposes  a  special  excise  tax  on  articles  coming  into 
the  United  States  from  Puerto  Rico  and  the  Virgin  Islands.  The  tax 
is  equal  to  the  Federal  excise  tax  that  would  be  imposed  if  the  arti- 
cle* had  been  manufactured  or  produced  in  the  United  States  (sec. 
7652).  This  tax  is  in  lieu  of  the  excise  tax  that  would  be  imposed  if 
the  articles  had  been  manufactured  or  produced  in  the  United 
States  or  imported  from  another  country. 

Revenues  collected  from  the  tax  on  articles  coming  mto  the 
United  States  from  Puerto  Rico  or  the  Virgin  Islands  are  covered 
over  (paid)  to  the  treasury  of  the  possession  from  which  the  article 
comes.  No  restrictions  are  imposed  on  the  use  of  these  revenues  by 
Puerto  Rico  or  the  Virgin  Islands. 

The  Government  of  Puerto  Rico  presently  sponsors  a  redistilla- 
tion program  under  which  spirits  originally  distilled  in  the  United 
States  are  transported  to  Puerto  Rico  and  redistilled  in  that  P<»8es- 
sion  Following  redistillation,  the  spirits  are  returned  to  the  United 
States  for  processing  and  marketing.  As  a  result  of  their  redistilla- 
tion in  Puerto  Rico,  the  Puerto  Rican  Government  receives  a  pay- 
ment of  $10.50  per  proof  gallon  with  respect  to  these  redistilled 
spirits  (i.e..  the  amount  of  Federal  excise  tax  presently  impo^  on 
distilled  spirits)  because  redistillation  is  considered  to  be  I  uerto 
Rican  proauction. 

RetuoM  for  Change 

The  Committee  is  concerned  that  Federal  excise  tax  revenues  are 
being  covered  over  to  Puerto  Rico  when  there  is  little  or  no  eco- 
nomic nexus  between  the  articles  with  respect  to  which  paymenta 
are  made  and  Puerto  Rican  input  into  the  production  of  these  arti- 
cles The  Committee  believes  that  payment  of  Federal  revenues  to 
Puerto  Rico  and  the  Virgin  Islands  should  not  continue  with  re- 
spect to  articles  not  having  a  substantial  economic  nexus  with 
those  possessions.  The  redistillation  program  presently  sponsored 
bv  Puerto  Rico  involves  a  process  that  likely  would  not  occur  with- 
out (1)  the  availability  of  Federal  excise  tax  payments  to  Puerto 
Rico,  and  (2)  the  availability  of  subsidies  by  Puerto  Rico  to  partici- 
pant^ in  the  redistillation  program.  p^^.^i 

The  Committee  also  is  concerned  about  cover  over  of  Federal 
excise  tax  revenues  with  respect  to  cane  neutral  spirits  because  of 
subsidies  provided  to  producers  of  those  spirits  by  the  Governments 
of  Puerto  Rico  and  the  Virgin  Islands.  The  Committee  believes  that 
permitting  these  cover  overs  to  continue  could  result  in  adverse 
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competitive  pressures  on  U  S  mainland  distillers  of  neutral  Bnirits 
who  receive  no  similar  subsidy  "euirai  spirits 

At  the  present  time,  the  Committee  decided  not  to  address  the 
overall  question  of  whether  cover  over  of  Federal  exciT[^  iv 
enues  to  Puerto  Rico  or  the  Virgin  Islands  S  appropr  ^telj  any 
circumstances  when  those  revenues  are  not  similarly  covered  ove^ 
fJ.'?^'*'  Therefore,  the  Committee  bill  limit^  he  payment  of 
t^S.  -.'T  ^j'  .Pfy"^^"'^  with  respect  to  articles  conteinTng  dis^ 
tilled  spirits  to  articles  consisting  of  at  least  92  percent  rum 

Explanation  of  ProvUion$ 

u'^l  P'-o.^i«ion  limits  the  cover  over  to  Puerto  Rico  and  the  Vinrin 
Islands  with  respect  to  articles  containing  distilled  sjirita  to  aT^f 

Effectioe  Date 

al  rule  are  permitted  only  to  the  extent  fho»        »  V  i 
^^I'-eSI,? -ct:?St- 
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E$timated  Savingt 

Fiaca]  yw. 

1984  

1986  $26o 

1986   276 

1987  :   296 

4-year  toUl   t832 

2.  Limitation  on  Transfers  of  Certain  Excise  Tax  Revenues  to 
Puerto  Rico  and  the  Virjin  Islands  (sec.  997  of  the  Kill  and  sec. 
7652  of  the  Code) 


Prt$ent  Law 

Present  law  imposes  a  special  excise  tax  on  articles  coming  into 
the  United  States  from  Puerto  Rico  and  the  Virgin  Islands.  The  tax 
is  equal  to  the  Federal  excise  tax  that  would  be  imposed  if  the  arti- 
cles had  been  manufactured  or  produced  in  the  United  States  (see. 
7662).  This  tax  is  in  lieu  of  the  excise  tax  that  would  b>e  imposed  if 
the  articles  had  been  manufactured  or  produced  in  the  United 
States  or  imported  from  another  country. 

Revenues  collected  from  the  tax  on  articles  coming  into  the 
United  States  from  Puerto  Rico  or  the  Virgin  Islands  are  covered 
over  (paid)  to  the  treasury  of  the  possession  from  which  the  article 
comes.  No  restrictions  are  imposed  on  the  use  of  these  revenues  by 
Puerto  Rico  or  the  Virgin  Islands. 

Reason  for  Change 

The  Committee  is  concerned  with  the  effect  of  the  provisions  al- 
lowing transfer  of  Federal  tax  revenues  to  Puerto  Rico  and  the 
Virgin  Islands.  At  the  present  time,  however,  the  (Committee  decid- 
ed not  to  address  the  overall  question  of  whether  cover  over  of  Fed- 
eral excise  tax  revenues  to  Puerto  Rico  or  the  Virgin  Islands  is  ap- 
propriate in  any  circumstances  when  those  revenues  are  not  simi- 
larly covered  over  to  the  States.  The  Ckimmittee  does  believe  that 
this  practice  should  not  be  expanded  absent  a  thorough  examina- 
tion of  the  issue.  Therefore,  the  bill  limits  those  payments  to  $10.50 
per  proof  gallon,  the  present  rate  of  the  Federal  excise  tax  imposed 
on  distilled  spirits. 

Explanation  of  Provision 

The  provision  limits  the  maximum  cover  over  with  spirits  to  any 
otherwise  qualifying  article  containing  distilled  spirits  to  $10.50  per 
proof  gallon,  the  amount  of  the  present  Federal  excise  tax  on  dis- 
tilled spirits. 

Effective  Date 

This  provision  is  effective  with  respect  to  distilled  spirits  coming 
into  the  United  States  from  Puerto  Rico  or  the  Virgin  Islands  after 
December  31,  1984. 
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Estimated  Savings 

Fiscal  year: 

1984   „„ 

1985    ■^'"'^ 

1986  

1987  ;;;;;;;  ;;;;;;;;; 

  61 


♦•year  total   - 

  1163 


VI  COSTS  OF  CARRYING  OUT  THE  COMMITTEE 
PROVISIONS  AND  VOTE  OF  THE  COMMITTEE 


Budget  Effects 

In  compliance  with  paragraph  11(a)  of  Rule  XXVI  of  the  Stand- 
ing Rules  of  the  Senate,  the  following  statement  is  made  relative  to 
the  budget  effects  of  the  Committee  provisions.      ^  .         .  .  ,  • 

The  budget  effects  of  the  provisions  are  presented  in  the  tables  in 

^"s'immary  statements  about  budget  revenues  and  outlays  follow^ 
The  revenue  provisions  of  the  committee  bill  involving  statutory 
changes  are  estimated  to  increase  net  budget  receipts  by  $2..,  bi  - 
Hon  in  fiscal  year  1984.  $10.6  billion  in  fiscal  year  198-;.J1*' »  " 
inn  in  fiscal  vear  1986.  and  $18.9  billion  in  fiscal  year  1987  Thus 
the  total  net 'revenue  Raised  during  the  fiscal  years  1984  through 

^'^lieThtgi'  to  tirearned  income  credit  alTect  both  revenues 
and  outlays  both  of  which  are  included  in  the  above  revenue 
totals  As  a  result,  these  changes  will  reduce  revenues  by  $3  mil- 
Uon  n  1^85.  $93  million  in  1986.  $85  million  in  1987  $77  mi  ion  in 
988  and  $73  million  in  1989.  and  increase  outlays  by  $5  million  in 
19^5;  $129  miUion  in  1986.  $120  million  in  1987.  $110  million  m 
1988  and  $100  million  in  1989.  •  n,^ 

S^latutory  change,  made  in  the  r^^^TM'■^in  Tqw  £2  8 

fi!^p^rrod'Sudi„?S;e.™  1984  through  1981.  outlays  w.ll  be 
roHiif/vl  hv  a  total  of  $14.8  billion.  ^  .  n. 

(S^aS  stTt^ents  submitted,  in  Part  VII  of  this  report,  by  the 
ConJeiLaT  Budget  Office  regarding  the  revenue  and  spending 
provisions  of  the  bill.) 

Vote  of  the  Committee 

In  compliance  with  paragraph  7(c)  of  Rule  XXVI  of  the  Standing 
Rules  oHhe  Senate,  the  following  statement  is  made  relative  to  the 
vote  by  the  committee  on  the  motion  to  approve  the  deficit  reduc^ 
tion  provisions.  These  provisions  were  approved  by  a  record  vote  of 
20  ayes  and  0  noes. 
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VII.  REGULATORY  IMPACT  AND  OTHER  MATTERS  TO  BE 
DISCUSSED  UNDER  SENATE  RULES 

Re^Iatory  Impact 

nf  ^tll"^"^     paragraph  1 1(b)  of  Rule  XXVI  of  the  Standing  Rules 
of  the  Senate,  the  committee  makes  the  following  statement 
onI"th5r*''  regulatory  impact  that  might  be  incurriJinTrryTng 
out  the  Committee  provisions.  ^nyitm 

Revenue  Pncltion* 
Number,  oflndividuaU  and  bu,lne„et  who  would  be  regulated 

t^Tt!  P'"7'«'°"« '"^o've  new  or  expanded  regulations  with  respect 
t^he^L'etHnc'oSrer^LS?^  ^'^^  ^^'"^^  compiian^'w^ 
^'^onomie  impact  of  regulation  on  Individuals,  comumert  and  bu,i. 

ic?cUvm^''ril!H.VH"°  r^'«^^y  '""P^  °n  substantive  econom- 
L^mI^  'ndiv.duals.  consumers  or  businesses  other  than 

hrough  the  provisions  that  are  intended  to  improve  the  adminS 

tration  of.  and  compliance  with.  Federal  income  L  laws  ^'""'""^ 

Impact  on  personal  privacy 

The  provisions  generally  do  not  relate  to  the  personal  privacy  of 
ndividuals.  but  authority  will  be  made  avaiiab^  for  dis^J^JS  of 

tax  return  information  in  order  to  reduce  the  error-rate^  the  mv 

ment  of  benefits  under  Federal  means-tested  prograi^^ 

Spending  Reduction  Proviiiont 

Number  of  individuaU  and  buMine,,et  who  would  be  regulated 

The  provisions  to  a  large  extent  reduce  the  current  reirulatorv 
requirement  placed  on  individuals  and  businesses  regulatory 

E'^'^omlr  impact  of  regulation  on  individual*,  conMumert,  and  bu,t. 

The  provisions  have  no  new  substantial  economic  impact  on  indi- 
viduals, consumers  or  businesses.  ""pai-i.  on  mai- 

Impact  on  pergonal  privacy 

The  provisions  generally  do  not  relate  to  the  personal  privacy  of 
ndmduals.  but  authority  will  be  made  availab^^r  dis?S  of 
^n^if     '"^"'^"^r"  i"  order  to  reduce  the  error-rate  h^  the  mv- 
ment  of  benefits  under  Federal  means-tested  programs 
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Revenue  and  Spending  Reduction  Provisions 
Determination  of  the  amount  of  paperwork 

Any  change  in  the  amount  of  paperwork  that  taxpayers  and 
other  individuals  may  have  to  do  is  incidental  to  their  compliance 
with  the  provisions  in  the  Internal  Revenue  Code,  the  medicare 
and  medicaid  programs,  or  Aid  to  Families  with  Dependent  Chil- 
dren program. 

Other  MatUrs 

Consultation  with  Congressional  Budget  Office  on  budget  estimates 
and  new  budget  authority 

In  accordance  with  section  403  of  the  Budget  Act,  the  commitee 
advises  that  the  Director  of  the  Congressional  Budget  OfTice  has  ex- 
amined the  committee's  estimates  (as  shown  in  Part  IV)  and  has 
submitted  the  following  statements  (one  with  re8f)ect  to  the  reve- 
nue provisions  and  a  separate  one  with  respect  to  the  spending  pro- 
visions) with  resjject  to  the  committee  provisions. 

U.S.  Congress, 

CONORKSSIONAL  BuDGET  OfTICE, 

WaahingtoTu  D  C.  April  2.  1981 

Hon.  Robert  J.  Dole, 

Chairman,  Committee  on  Finance,  U.S.  Senale.  Washington,  D  C. 

DxAH  Mr.  Chairman:  The  Congressional  Budget  Office  has  exam- 
ined the  tax  provifiionB  adopted  by  the  Committee  on  Finance  on 
March  21,  1984.  The  provisions  are  in  the  form  of  a  committee 
amendment  to  the  reconciliation  recommendations  incorporated 
into  S.  2062  last  year.  The  amendment  is  in  the  nature  of  a  substi- 
tute and  consists  of  the  original  provisions  included  in  S.  2062  and 
provisions  agreed  to  during  the  course  of  sub»6equent  committee  de- 
liberations. 

The  amendment  contains  both  revenue  and  spending  recommen- 
dations. A  coet  estimate  of  the  spending  provisions  is  being  pro- 
vided under  separate  cover.  Titles  I  through  VIII  affect  revenues. 
These  titles  are: 

TTTLX  I — TAX  REFORMS  GENERALLY 

Title  1  contains  the  bulk  of  the  amendment's  revenue  raising 
measures.  The  title's  many  provisions  fall  into  the  following  catego- 
ries. (A)  deferral  of  certain  tax  reductions,  (B)  tax-exempt  entity 
leasing,  (C)  treatment  of  bonds  and  other  debt  instruments,  (D) 
treatment  of  corporations  and  their  shareholders,  (E)  partnership 
provisions,  (F)  trust  provisions,  (G)  accounting  changes,  (H)  provi- 
sions relating  to  tax  straddles,  (I)  pension  provisions,  (J)  foreign 
provisions,  (K)  tax  compliance  and  administration  provisions,  (L) 
depreciation  provisions,  and  (M)  miscellaneous  provisions. 

TTFLE  II— UFlt  INSURANCE  TAX  PROVISIONS 

Title  II  provides  new  rules  for  the  taxation  of  life  insurance  com- 
panies, replacing,  among  other  things,  the  temporary  life  insurance 
provisions  enacted  in  the  Tax  Equity  and  Fiscal  Responsibility  Act 
of  1982. 
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TITLE  III  — REVISION  OF  PRIVATE  FOUNDATION  PROVISIONS  ' 

fnS^  '"  ^o^'d^f^o^ify  rules  for  the  tax  treatment  of  private 
foundations  and  charitable  contributions  to  foundations.  , 

TITI^  IV— ENTERPRISE  ZONES 

Title  IV  would  provide  for  the  designation  of  certain  distressed 
areas  as  ent^rpr^  ^ones.  Over  three  pars,  up  to  75^rei  m^ 

uThnn'S  .^'■^^'■y  Department  of  HZi^g  and 

Urban  Development  as  enterprise  zones.  Each  enterprise  zone  is 

ndSic  ac'u^f^^."^'  ^  '^"^  ^^'^^^  relief  designa'STrsprti' 

TITLE  V— FOREIGN  SALES  CORPORATIONS 

Title  y  would  replace  the  existing  export  incentive  that  Drovide« 
special  treatment  of  export  income  earn^  by  certain  domeTt'c  su^ 
sidiaries  domestic  International  Sales  Corporatimfs)  of  uTim^ 
nies  engaged  in  exporting.  Title  V  would  allow  creation  (^  F?re£?, 

les  of  U.S.  parent  companies  in  the  export  busine^  The  bill  would 

TITLE  VI— HIGHWAY  REVENUE  PROVISIONS 

Title  VI  would  restructure  the  highway  use  Lax  to  aoDlv  onlv  tn 
vehic^  weighing  55,000  pounds  or  moii.  and  to  VpTe  t^^ 
$600  per  year  The  tax  on  diesel  fuel  would  be  increased  bv6^ntH 
per  gallon  (the  dim^l  differential)  with  a  rebate  ofTdi^I  diffe? 
ential  for  vehicles  weighing  less  than  10,000  pounds  "fit le^  would 
also  make  minor  alterations  to  several  other  Vighway  taxes 

TITLE  VII— TAX-EXEMPT  BOND  PROVISIONS 

The  bill  extends  the  authority  of  state  and  local  governments  to 

^X'^'iTl^HlV'^  «-*^'-f«-i'y  housing  for  fZ^r^^unm 
t>ecember  31,  1987.  It  also  permits  state  and  local  governments  to 
exchange  mortgage  bond  authority  in  any  year  for  aith^rrfv 
issue  mortgage  credit  certificates,  finally,  Jhe  bi  1  ir^p^  n^^r^ 
strictions  on  industrial  bonds  and  on  student  loan  Z^ThTim 
restrictions  include  extension  of  the  cost-recovery  ^rS  for  mf? 
financed  property  and  prohibition  of  the  use  of  Tm^i^u^bv 
firms  with  more  than  $40  million  of  outstanding  tl^!|^e^?^ebt^ 
The  student  oan  bond  provisions  include  a  requirement  SSt  i«u 
ers  devote  all  profits  from  bond  proceeds  to  tl^  ac^Son  of  iT^T 
tional  loan  notes  under  the  issuer's  loan  program  " 

TITLE  VIII— MISCELLANEOUS  RtVKNUI  PROVISIONS 

fntl^VLVn  """^"^  miscellaneous  revenue  provisions  that  fall 
into  the  following  categones:  (A)  estate  and  girt  tax  prwisioM  m 
chanUble  provisions,  (C)  excise  tax  provisioS.  (S^empW^^S.^ 
fits  (E)  miscellaneous  Treasury  administrative  proviSons  ff^ Tr^ 
plifica  ion  and  extension  of  income  tax  credits  (G)  tr^tment  nf 
capital  gams  and  losses,  and  (H)  miscellaneous  revenue  matSr? 
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The  committee  amendment  would  eliminate  or  reduce  some  tax 
expenditures  and  would  create  some  new  ones.  On  balance,  it 
would  reduce  overall  tax  expenditures. 

The  CBO  has  reviewed  and  concurs  with  the  estimates  of  the  rev- 
enue efTects  of  the  bill's  tax  provisions  prepared  by  the  staff  of  the 
Joint  Committee  on  Taxation.  For  scorekeeping  purposes,  CBO  ex- 
cludes the  outlay  effects  of  the  earned  income  Lax  credit  provision 
(under  Title  VIIl,  Miscellaneous  Revenue  Provisions)  from  the  total 
revenue  effects.  These  outlajy  effects  are  included  in  the  separate 
CBO  cost  estimate  of  the  bill  8  spending  provisions. 

Should  the  committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  this  estimate. 

With  best  wishes. 
Sincerely, 

Rudolph  G.  Penner,  Director. 


TABLE  l.-ESTIMATED  Nn  REVENUE  EFECTS  Of  TAX  PROVISIONS  Of  COMMinEE  AMENDMENT  10  S 
2062,  AS  ADOPTED  BY  THE  COMMinEE  ON  FINANCE,  fISCAL  YEARS  198<-89 
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U.S.  Congress, 
Congressional  Buocfrr  Okfice, 
Washington,  D  C.  March  JO.  1981 

Hon.  Robert  Dole, 

Chairman.  Committee  on  Finance,  U.S.  Senate,  Washington,  D  C. 

Dkar  Mr.  Chairman:  The  Congressional  Budget  OfTice  has  pre- 
pared the  attached  coet  estimate  for  the  spending  provisions  in  the 
Senate  Finance  Committee  Amendments  to  S.  2062,  as  approved  by 
the  Senate  Committee  on  Finance  on  March  22,  1984. 

Should  the  Committee  bo  desire,  we  would  be  pleased  to  provide 
further  details  on  this  estimate. 
Sincerely, 

Rudolph  G.  Penner,  Director. 
Congressional  Budget  Office  Cost  E^stimate 

1.  Bill  number:  Unknown. 

2.  Bill  title:  Unknown. 

3  Bill  status:  As  approved  by  the  Senate  Committee  on  Finance 
on  March  22,  1984. 

4.  Bill  purpose:  Unknown. 
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5   Estimated  coet  to  the  PftHpmi  n 
cost,  to  the  federal  governtn'^lrTsLw^nrnTaMe  l"^^  ^^^''"^^ 
TABLE  l.-ESTIMATED  COST  TO  THE  FEDfRAi  GOVERNMENT 
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Basis  of  estimate 

We  have  assumed  an  enactment  date  of  May  1984  for  the  our 
po«.  of^eatimating  prov^.ons  that  would  becomLff^ive  u^n 

The  authorization  est! mates  are  shown  as  chamree  from  the  mn 

.  The  estimates  include  the  provisions  in  the  s^ndin^  tk7e  Al«n 

TnZ  i^AvSS^lVZf'Z'T  '^^""'^  -^"'^  in  Btate^^v- 

ingB  in  AfLK.,  ^5i^|,  and  Medicaid.  Chan^ring  the  AFDT  filintr  .T^;» 

would  result  in  stete  savings  in  AFDC  aSTfute  ctst??n  mK 
«1^n      ?K   t^Jf-  would  also  result  from  the  exten- 
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]*t     IMi  l«M 
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litmaM  SWt  ««)  bci  OBti  

  -  70     3M  0 

75  -170 

-?35 

7.  Estimate  comparison:  None. 

8.  Previous  CBO  estimate:  None. 

9.  Estimate  prepared  by:  Diane  Bumside,  Hinda  Ripps  Chaikind, 
Mary  Ann  Curtin,  Robert  Lucke,  Janice  Peskin,  Jack  Rodgers,  and 
Robert  Sunshine. 

10.  Estimate  approved  by: 

C.  G.  NUCKOLS 

(For  James  L.  Blum, 
Assistant  Director  for  Budget  Analysis). 

Tax  expenditurtt 

In  compliance  with  section  308(aX2)  of  the  Budget  Act,  with  re- 
spect to  tax  expenditures,  and  after  consultation  with  the  Director 
of  the  Congressional  Budget  Office,  the  committee  states  that  the 
bill,  on  balance,  reduces  total  tax  expenditures.  The  provisions  that 
reduce  the  minimum  holding  period  required  for  long-term  capital 
gain  treatment,  extend  certain  energy  tax  credits,  provide  for  en- 
terprise zones,  and  make  permanent  the  research  and  equipment 
donation  credits  increase  tax  expenditures.  Generally,  the  other 
provisions  in  the  bill  reduce  tax  expenditures  or  are  neutral  in 
their  effect  on  tax  expenditures.  More  detailed  information  is  pre- 
sented in  the  discussions  of  the  specific  provisions  in  Part  V,  Expla- 
nation of  Provisions,  and  in  Part  IV,  Revenue  Effects  of  Tax  Provi- 
sions (Table  IV-2). 
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